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From many of our subscrib- 
ers have come requests for 
speakers to address various 
business groups or organiza- 
tions on 


ECONOMICS 


BUSINESS 
FINANCE 


Consequently to meet this 
need, we have inaugurated a 
service which is available to 
our readers. 


Further information on this feature 
will be furnished by request to— 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘ODD LOT TRADING’’ 


John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 


This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 
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Many people seem to have the idea 
that the semi-weekly settlement sys- 
tem to be inaugurated on the New 
York Stock Exchange September 
first will bring an opportunity to 
trade in and out during a given 
period without posting full margin. 
It is true that securities bought on 
Monday will not be delivered and 
paid for until Friday of that week, 
but as in the past, only bona fide 
cash transactions will be affected 
by the actual delivery date. Mar- 
ginal purchases must be fully cov- 
ered at all times during the day 
and during the settlement period. 
The new method follows in a 
modified way that in use in London, 
except that for the present transac- 
tions will be cleared twice a week 
rather than once in two weeks. All 
trades made on Monday, Tuesday 
and Wednesday will be cleared on 
Friday; trades of Thursday, Friday 


With Th\e Editors 


and Saturday will be cleared on the 
following Tuesday. The _ broker 
whose customers buy a thousand 
Steel on Monday, sell fifteen hun- 
dred on Tuesday, and buy another 
five hundred on Wednesday, will 
have no stock to deliver or receive, 
no transfers to be made, no substi- 
tutions of collateral in his bank 
loans. Theoretically, this should re- 
sult in a considerable saving of 
clerical work and office space. 
Customers will be affected in two 
ways. Should they sell a piece of 
stock “regular way,” they may be 
forced to wait several days before 
receiving the proceeds. The alter- 
native, which must be followed in 
case the money is needed immedi- 
ately, is to order the stock sold for 
cash, which usually involves a small 
penalty in the price received. The 
other change affecting customers is 
that stocks will normally go ex-divi- 


dend or ex-rights only on Mondays 
and Thursdays. The “stock of rec- 
ord” date announced by the com- 
pany may be several days away 
from the ex-dividend date set by the 
Stock Exchange, and the broker 
should be consulted where a nearby 
dividend is an important factor in 
a transaction. 

If all goes well, it is planned to 
extend the settlement periods grad- 
ually, perhaps to the two weeks 
used in England. New York banks 
are understood to be opposed to any 
such idea, however, on the ground 
that the concentrated strain on per- 
sonnel and ready funds would be 
undesirable. Whatever the out- 
come, it is highly improbable that 
we will ever come to the London 
system of carrying stocks on such 
narrow margin during the period 
that settlement days will mean 
forced liquidation and market crises. 
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What the railroads of the country need is more yards as full 
of freight as this N. & W. terminal. Currently, a heavy crop 
movement is getting underway, and it is hoped that thousands 
of cars of diversified merchandise are to follow. See page 438. 
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The Trend of Events 


OUTLOOK FOR RECOVERY... Being addicted to 
commendable realism, the business forecasts of the 
Bureau of Agricultural Economics of the Department 
of Agriculture command respectful attention. The 
Bureau’s appraisal of current trends is hopeful, but 
carries with it the qualification that the recovery move- 
ment until well into next year probably will have to 
depend mainly upon increases in the output of con- 
sumers’ goods and materials for them. It warns that a 
sharp business spurt might be followed by reaction 
“before the slower moving lines of production could 
catch up” and it comes to the conclusion that “recovery 
to or beyond 1936-37 levels is likely to require some 
time and be featured by considerable irregularity.” 
This appears to be a logical opinion, more likely to 
err on the side of moderation than of optimism. It 
squares with prevalent business opinion and with the 
views of virtually all economists. Indeed, it is a view 
so widely held as to be open to some question. We have 
learned in quite a few years of observation of the human 
scene that business and market trends seldom work out 
in the way that seems obvious to a preponderant ma- 
jority. Late last summer, on the brink of a fast business 
collapse, majority opinion was bullish. It was deeply 
pessimistic through March, April and May—with much 
talk of industrial “stagnation” in June and July. It 
became mildly optimistic on the business outlook after 
the market turned up. The SEC reports show that 


some wealthy individuals of considerable prominence 
were selling stocks in May. 

Even though not subject to statistics, psychological 
trends are as fruitful a subject for the investor’s study 
as are economic trends. They cross and intertwine con- 
stantly. We venture the suspicion that the business 
trend will probably prove either substantially worse or 
substantially better than the present cautiously opti- 
mistic dominant opinion holds. That it will be worse 
seems to us out of the question. Therefore, we will 
herewith stick out our neck and opine that recovery will 
develop somewhat more quickly and go farther than 
most observers—including the Bureau of Agricultural 
Economics—now think is possible. 


"SELLING" AMERICAN BUSINESS .. . It is to be 
hoped that the campaign launched by several local 
chambers of commerce “to resell the American system 
to America” will prove a sound and effective influence 
upon public opinion—but that will depend upon the 
intelligence and the sincerity with which it is conducted. 

As for ourselves, we believe the growing tendency of 
our people to look to political action for economic prog- 
ress and security is dangerous. We know that the 
average business man is a decent, well-meaning citizen 
who has valid ground for deeply resenting the dema- 
gogic villification and abuse with which politicians from 
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the President down have smeared business managers. 

But we know also that business men—and especially 
the chieftains of Big Business—have not been blameless 
and have not been altogether wise in their relations with 
the public, with their stockholders and with their em- 
ployees. Netther have they been smart in thinking they 
had something to gain from generalized denunciations 
of the New Deal where constructive and fair-minded 
criticism would have served a more useful purpose. 
The fate of the forlorn “Liberty League” should remind 
the present campaigners of mistakes to be avoided if 
they hope to “resell the American system to America.” 

If there is ever to be understanding and cooperation 
between the present Government and business, it can 
only come out of give-and-take concessions from each. 
Fortunately, there are some indications that most busi- 
ness men are tiring of vain recriminations and are be- 
coming more willing to adjust themselves to a new order 
of managerial relations, obligations and responsibilities. 
A large majority of people approve the general objec- 
tives of the New Deal. Business men will help them- 
selves by helping all they can to achieve those objectives 
up to the practical limit. Like it or not, management 
will increasingly have to take the general public wel- 
fare—and opinion—into its reckoning. Selling the 
“American system” is something more than a mere sell- 
ing job. Let us also do what we can to improve that sys- 
tem. The better the product, the easier it will be to sell. 


DO AS 1 SAY... As head of the R F C Jesse Jones 
publicly warns bankers to lend more freely or else the 
Government will. Like Mr. Roosevelt, who does one 
thing as President and another as Democratic Party 
chief, Mr. Jones has a dual personality. In private life 
he is chairman of the National Bank of Commerce, 
Houston, Tex. This bank’s June 30 statement shows 
loans and discounts down $676,000 since March 31 and 
total resources more than 70 per cent liquid. Mr. 
Jones would be more candid if he told the bankers: 
“Do as I say—not as I do.” 


ENDING TAX-EXEMPTS ... In a lengthy report the 
Department of Justice holds that legislation imposing 
income taxes on future issues of Federal and state bonds 
would be constitutional and probably would be upheld 
by the present Supreme Court. This is, of course, pre- 
cisely the view taken by the President when he recom- 
mended such legislation to Congress some time ago. 
To .he lay mind the language of the income tax amend- 
ment to the Constitution seems to authorize Federal 
taxing of any and all income from whatever source. 

When the issue of ending issuance of tax-exempt or 
partially tax-exempt governmental bonds comes to a 
head in Congress next year the opposition will not be 
on legal grounds but on political. States, municipalities, 
townships, water districts and whatnot have for years 
relied on tax-exemption to make borrowing easier. The 
present public spending spree is not confined to Wash- 
ington. Most municipalities with legal debt limits are 


close to them and on all sides the political spenders are 
concocting schemes for raising or doing away with debt 
limits or for slickly circumventing them. State polit- 
ical machines will make a determined fight against end- 
ing tax-exemption—all the more so because the legis- 
lation would also bring all employees of states and local 
governments under the Federal income tax, while Fed- 
eral employees would be subject to state income taxes, 

It has been argued that a ban on tax-exempt bonds 
would force local governments to economize and borrow 
less money. That is open to question. The spending 
habit is now firmly fixed and one outcome of the reform 
probably would be a further centralization of public 
financing in the hands of the Federal Government as 
banker or lender to local governments. We have al- 
ready gone far in that direction and to go further would 
delight both local politicians and the New Deal Left- 
wingers who firmly believe that our salvation lies in 
having Uncle Sam plan, finance and manage most 
everything. Halting issuance of tax-exempts would have 
some undesirable, as well as desirable, consequences. 
Which will outweigh the other remains to be seen. It 
likewise remains to be seen whether the President can 
win this fight against formidable opposition. 


UTILITY DEATH SENTENCE ... Action of the SEC 
in calling a hearing to consider application of the 
“death sentence” provisions of the Utility Holding Com- 
pany Act of 1935 to the complex Utilities Power & 
Light Corporation does not represent any change in 
official policy. The S E C has been, and remains, con- 
tent to let public utility holding companies gradually 
work out their own simplification and integration plans 
in conformity with the law, rather than take the initia- 
tive as it is authorized to do. It has insisted, however, 
that where a holding company is in process of reorgan- 
ization conformance with geographic integration and 
simplification of capital structure, as required by the 
law, be made a part of the reorganization plan. 

In this instance it has moved in advance of action on 
the plan of reorganization of Utilities Power & Light, 
whose set-up certainly violates basic principles of the 
law. The Standard Gas & Electric reorganization did 
make certain provisions for physical integration of prop- 
erties and, of course, capital simplification. With re- 
spect to utility holding companies not facing reorgani- 
zation, the S E C can be expected to continue to move 
cautiously at least until the validity of the “death sen- 
tence” provisions of the law has been passed on by the 
Supreme Court. The Court’s decision in the Electric 
Bond & Share case dealt only with the matter of 
registration with the S E C under the law. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 432. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, July 25, 1938. 
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SIGNIFICANT FLIGHT OF CAPITAL TO JU. 


= recent fall in the various European currencies, 
the rise in our dollar simultaneously with an uprush of 
security prices here, followed pretty close on the heels 
of the Italian “Aryan” pronouncement (stupid as it was 
silly), and the new German atrocity campaign. 

The prices paid for our securities were rather high, 
and discounted very considerable improvement, indi- 
ating that securities were purchased for protection 
rather than on the near term prospect for business in 
this country. There was every reason why Jewish, in 
common with other capital all over Europe should run 
to cover before a possible new wave of uncertainty or 
persecution. 

Sellmg broke the market wide open on the Ger- 
man Boerse, bringing such demoralization that the 
Nazis issued a statement to the effect that Jews 
would not be prohibited from owning shares in cor- 
porations after all—in which declaration, of course, 
no one has the slightest confidence, as amply evi- 
denced by continued jittery security markets ever since. 





The Nazis have already \ 
driven out important leaders = \_. ~*~ 
in culture and science, both a 
Christian and Jewish. Will . NEA 
the latest persecution and ban- ~s hens 


ditry react to our advantage 
by driving the best kind of 
financial and industrial brains 
and their capital to our shores 
as well? Will we have an eco- 
nomic rebirth as the Nether- 
lands had after the Spanish 
Inquisition—as Rome had af- 
ter the influx from the Cru- 
sades? And will the fate of 
Germany follow the pattern 
of those other nations of the 
past which offered no resistance 
to the leadership of such dull 
minds? It has happened be- 
fore. 

Germany is the most hated 
nation in the world today. All 
the sympathy engendered by 
the splendid work of Bruening 
and Rathenau has been lost. 
The over-running of Austria (Pee meses. 
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BY CHARLES BENEDICT 


S. A. 


tells us that these are the same people who raped Bel- 
gium. By despoiling Austria, wiping out this proud 
race—and stamping them with the German label, Hitler 
has alienated even friendly politicians everywhere who 
realize what can happen to them and their countries if 
they permit the Nazis to become their masters. 

As a result, in spite of her economic importance to 
Middle Europe, England and France are now making 
commercial headway there at her expense. The same 
is true of Brazil, which, up to a short time ago, was a 
formidable Nazi stronghold. Our opportunity lies here, 
as South America is finding that German goods are of 
an inferior quality today—and that the copies of Amer- 
ican products which they produce at lower prices may 
look the same but don’t stand up—that Nazi mer- 
chandise is just as unreliable as their government. 

It was the courage of Czechoslovakia in calling the 
German bluff that opened the eyes of Europe to the 
weaknesses of Germany’s morale and military equipment. 
Certainly there were those in England up to that 

moment who felt their safety 
I Por e lay in appeasing the German 
7 a se ~ monster with valuable gifts. 
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Pe gt tain has been fearing a bogey- 
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man. The courage and stam- 
ina of Dr. Benes is an over- 
whelming example of the great 
detriment of holding a “fear” 
thought. 

There is an old German 
proverb which says: “Do not 
fear man or beast—only God.” 
This is something that Dr. 
Benes remembered—and_ the 
Nazis forgot. 

And now I believe that al- 
ready the twilight of the gods 
is settling over Germany just 
as the Nazi leaders were ar- 
ranging to reinstate them in 
a new Valhalla—with one ex- 
ception: Hitler in the place 
of Wotan. 

The illogical ideas, the gang- 
ster methods are bringing their 

(Please turn to page 480) 
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Market Over the Near Term 


os ST. 


industrial leaders having recovered, 
at their recent highs, approximately half of the entire 
bear market decline experienced over a period of a year, 
the time has come to temper near-term optimism with 
caution. 

We have without doubt seen the start of a major cycle 
of business and market recovery, but never has a sensa- 
tionally upward movement out of serious depression 
been sustained for more than a relatively few months. 
As sober second thought weighs 


MILLER 


to-day and week-to-week speculative commitments 
which involve use of credit, brokers’ loans to date have 
shown no significant expansion. During most of the 
rise public buying and selling have been fairly closely 
balanced. From their lowest point in the second week 
of April, brokers’ loans have increased by only $46,000,- 
000 or from $440,000,000 to $486,000,000. The latter 
figure is well under the $542,000,000 total for the last 
week of March, during which the absolute low of the 

bear market was seen. In con- 





trast to this brokers’ loans in- 





the business prospect more real- 
istically, the odds will be against 


M.W.S. DAILY 


X 
— creased by $488,000,000 — or 





the summer market rise carry- 
ing into the autumn. Mean- 





from $315,000,000 to $803,000,- 
000 — during four months of 





while, the further speculative 
advance goes, the more severe 
will become the probable inter- 





mediate correction. 

In this analysis we are not 
primarily concerned with short 
swing trading operations. Thus 
far there are no technical indi- 
‘ations of imminent reaction. 


PRICE RANGE 





market advance in the excited 
speculation of April-July, 1933, 
when the public came rather 
heavily into the market. 
| - There is potential demand 
from investors and_ speculators 
who missed the fast rise. This 
might tend both to defer and 
limit intermediate correction. 








Volume continues to expand on = 
advance and to fall away on re- : 








cession. Some additional net 
progress has been recorded, 
after two weeks of technical 





consolidation effected by a side- 
wise movement. Despite the 











Ownership of common. stocks 
has been made generally more 
attractive to large investors by 
downward revision of the capi- 
tal gains tax. This factor was 
probably a sustaining influence 
after termination of the decline 

















temporary chilling effect of the 





in late March and possibly has 





Government’s announcement of 

an anti-trust suit against all leading motion picture 
companies, a fair amount of selective strength was shown 
toward the close of last week. It is possible—indeed, 
we think, probable—that the immediate future will 
bring sufficient additional advance to afford opportuni- 
ties of a short swing character—always the riskiest type 
of market operation. 

Regardless of possible additional advance, however, 
the questions which most concern us now are: What is 
the sound attitude to take with respect to intermediate- 
term commitments? What is the intelligent policy to 
adopt as to long-term investment commitments? Seek- 
ing sane answers to these questions it is pertinent to 
attempt objective examination of both sides of the mar- 
ket picture, looking first at the arguments that can be 
advanced on the bull side. 

To begin with, the internal position of the market 
probably has not been as much weakened by the sensa- 
tional advance as might be generally supposed. Due to 
cash buying and the fairly prompt closing out of day- 
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been effective on the recent rise. 
Because of the difficulty of getting in and out of large 
blocks of stock in a market which can revert to ex- 
treme thinness very quickly, as well as the still heavy 
tax applying to commitments held less than eighteen 
months, the largest holders of stocks will tend to ride 
with the major cycle and ignore intermediate reactions. 

While stocks look high on earnings, they looked high 
by the same measurement at the bottom of the bear 
market. Most leading stocks looked cheap on earnings 
at the top of the last bull market. 

The tendency to belittle the speed and scope of the 
coming business recovery is so widespread as to raise 
some possible question. It seems a bit too obvious and 
may rely too heavily on the remembered slowness of 
the revival in industrial production after termination on 
the initial upward spurt in 1933. It is possible that the 
present pump priming program will be more effective 
than the first one, both because the machinery for get- 
ting the money into circulation has been speeded up 
and because business men and investors are more accus- 
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Better grade stocks have recovered half of the entire bear 


market decline. 


While somewhat further advance is pos- 


sible, conservative policy is to cash intermediate trading 
profits and to defer intermediate and long term purchases. 


tomed to New Deal “reflation” and less frightened by it. 

It is worth noting that the vitally important con- 
struction industry during the past year suffered only a 
recession and not a depression. Volume held up fairly 
well and now shows some evidence of resuming its 
major recovery cycle. In combination with the motor 
industry, which is capable of substantial and relatively 
fast revival in the coming new production season, we 
have an industrial base for more recovery in durable 
goods than skeptics may have allowed for. 

Finally, it is very important to note that corporate 
new capital financing through the worst months of the 
recent depression held at an average level nearly three 
times greater than in 1933 and 1934 and that in June 
and July it has shown a much more prompt and vigor- 
ous advance than during the first New Deal recovery. 
June and July financing for new corporate capital has 
been above the average monthly rate of both 1936 and 
1937. It is true that financing by two great companies 
accounted for most of the total, but it is nevertheless an 
impressive and promising trend. Together with elimina- 
tion of the undistributed profits tax, it suggests the 
probability that business spending may supplement 
Government spending sooner and more largely than 
most observers now think likely. 

On the other side of the picture it is sobering to note 
that over the past fifty years there have been only three 
or four occasions when the market’s initial phase of 
advance was as sensational as that of recent weeks. In 
each such instance at least half of the initial recovery 
was given up on subsequent intermediate reaction. 
Moreover, after each such fast initial spurt, a consid- 


erable period of months was required for the market 
to top the best prices previously seen. While the per- 
centage rise of the market has been less than in the 
late summer rally of 1932 and in the April-July ad- 
vance of 1933, it came from a much higher base and 
greatly exceeds both in terms of percentage of bear 
market decline recovered. By the latter measurement, 
indeed, it has broken all records. 

Whatever promise there may be in the business pros- 
pect, it is nevertheless probably true that any major 
revival of general corporate earning power will not be 
seen until some time next year. Meanwhile, despite last 
week’s spurt in business, the market remains much 
farther ahead of the business trend than in the early 
1933 recovery. Because of pressure on prices in many 
manufacturing industries and continued high hourly 
wage rates, profits on any given level of business over 
the next year may tend to be lower than on similar vol- 
ume in the first New Deal recovery. Finally, regardless 
of light margin positions, the market remains basically 
thin. Should demand dry up or any unfavorable news 
develop, it could react severely on no great amount of 
selling. 

Weighing the favorable against the doubtful factors, 
the conservative thing to do is to take profits on inter- 
mediate trading commitments on any further strength. 
Purchases for long-term investment should be deferred, 
and investors unwilling to ride through possible exten- 
sive reaction might well consider partial realization of 
profits on existing holdings, with the idea of opportune 
replacements some time in coming months. A one way 
market does not last forever. 
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How Mueh Business 


BY JOHN D. 


: oa business men and investors gaze appre- 
ciatively—but with some incredulity—at the recent 
sensational advance of the stock market. Is this an 
informed forecast of a coming dynamic business re- 
covery? Does it justify hope that the pace of economic 
revival will be proportionate to the record-breaking 
speed of the New Deal’s unplanned depression? Is 
there a solid base for sustained recovery? 

The answer to the first question is that a dynamic 
change for the better in stock market trend has always 
forecast a coming business change in the same direc- 
tion; and that it has done so—and is doing so—in the 
present instance. Since the market rise began, ade- 
quate confirmatory evidence of a turn in the economic 
tide has been supplied by strong advance in those com- 
modities most sensitive to cyclical business fluctuations, 
by vigorous recovery in prices of corporate bonds and by 
visible improvement in aggregate business activity— 
although the latter thus far has been quite moderate 
and clearly reflects a continuing business caution. 

But although market rise does forecast an upward 
business cycle, it should be emphasized that the com- 
posite opinion—and speculative hope—thus expressed 
cannot safely be accepted as a clue either to the scope 
or the speed of future economic recovery. The stock 
market is merely the sum total of the judgments or 
guesses of human beings. It is not clairvoyant. Because 
of its regulated thinness, it responds more violently than 
ever before to changes in sentiment. Its ability to sense 
a sub-surface or nearby change in the economic and 
financial tide must be respected, but there was never 
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Recovery ? 


C. WELDON 


much basis for faith in its ability to foresee how favor- 
able the tide will be or how long it will remain favorable 
—and, if anything, there is less basis for such faith 
now than in older days, due to the changes in the 
market’s internal mechanism and technical habits. 


Fast Decline, Gradual Advance 


The answer to the second question is that business 
activity never recovers as rapidly as it declined in the 
preceding depression. In the past there have been 
several instances of dramatically fast collapses in busi- 
ness activity more or less similar to that during the five 
months from mid-September, 1937, to mid-February of 
this year. The aftermath of each is worth mention. 
In 1893-1894 it required eleven months for business 
activity to recover 10 points out of a 30-point decline 
which had occurred in five months. In 1908 it required 
ten months to regain one-third of a six months’ decline. 
In 1921 it took ten months to recover one-third of a 
seven months’ decline. 

The one modern exception to this precedent—and 
only a partial exception—was the notably fast business 
spurt between April and July, 1933. That advance 
occurred nine months after the absolute lows in stock 
prices and in industrial production had been seen in 
1932; and it occurred in an economic and political set- 
ting without parallel today. Moreover, it was followed 
quickly by painful business relapse and it was not until 
nearly two years later, in 1935, that a broad-based 
recovery got under way as business spending and invest- 
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ment finally began in substantial degree to supplement 
Government pump priming and consumer spending. 

One need not rely merely on precedent. There is a 
logical reason why drastic declines in business are nor- 
mally followed by relatively slower recoveries. The 
reason is that in a serious depression a large proportion 
of manufacturing plant capacity becomes idle and sur- 
plus stocks of industrial raw materials are created. 
Under such conditions industry has scant inducement 
either to expand facilities or to buy materials in normal 
volume. Without substantial support from business 
buying and investment, no feasible amount of Govern- 
ment spending and no probable amount of consumer 
spending can be sufficient to produce a sustained high 
level in industrial production. That comes as rising 
volume in consumption goods and consumers’ durable 
goods gradually absorbs more and more idle plant 
capacity. Its scope will depend partly upon the scope 
of the consumer-goods revivals, which Government 
pump priming guarantees, and paytly upon business 
and investment confidence in the future. 

The high level of industrial production temporarily 
attained in July, 1933, was in contrast to the normal 
sequence heretofore outlined only because the inflation 
scare—or hope—during the weeks following the banking 
holiday, plus anticipation of N R A prices, led business 
men into the mistake of an abnormally large volume 
of forward buying. That mistake was repeated late in 
1936 and early last year, but the evidence at present 
strongly suggests that it will not be repeated for the 
third time in five years. To date business buying and 
price psychology lean to the cautious side. That is a 
good thing, but it checks with our conclusion, as to 
question No. 2, that the sensational drama of 1937-1938 
business decline is most unlikely to be matched by a 
similarly sensational drama of business advance. 

Coming to question No. 3—Is there a solid base for 
sustained recovery?—the answer is yes and no; and it 
requires both qualification and pro-and-con examination. 

Our 130,000,000 people do not have too many clothes, 
too much food, too many automobiles, too many houses. 
Their needs and desires are always with us, unavoidably 
restricted when and as depression cuts their purchasing 





dynamic role in influencing or attempting to influence 
the cycle, with results for good or ill that will be subject 
to controversy for many years to come. 

Consumption needs, then, are sufficient base for the 
start of recovery when previous politico-economic mis- 
takes or excesses have been adequately liquidated in 
the forced adjustments of depression. The tremendous 
deflation from late 1929 to March, 1933—deflation of 
security and commodity prices, of bank credit, of real 
estate values, of wages and national income—was pro- 
portionate to the excesses of the preceding boom. Look- 
ing back, it seems plain that with the final banking 
collapse in March, 1933, we were liquidated to bed rock, 
the circumstantial setting was ideally opportune for 
Government intervention and the tide probably could 
have been turned with much less vigorous and costly 
Government intervention than Mr. Roosevelt in fact 
gave US. 


The Adjustments Made 


From a strictly economic viewpoint—leaving aside 
the intangible but vitally important matter of general 
policies not conducive to investment confidence—the 
chief mistakes accompanying the first New Deal re- 
covery were: (1) imposition of the deflationary and 
unnecessarily heavy Social Security taxes just prior to 
and, in part, simultaneously with an over-rapid tapering 
off in the Government’s contribution to purchasing 
power via the route of deficit financing; (2) the invest- 
ment-restricting undistributed profits tax, on top of the 
previously raised capital gains tax; (3) deflationary 
credit moves—made in mistaken fear of an imminent 
private credit boom, although in fact the only significant 
credit expansion had been the Government’s own bor- 
rowing—which produced a bank credit liquidation 
serious more because of its effect on business and invest- 
ment sentiment than because of the actual total of 
credit extinguished; and (4) the final wage-price- 
inventory inflation which had its inception mainly in 
the Government’s cost-raising labor policy. 

Wage rates have had no substantial adjustment and 
probably will not have any, (Please turn to page 477) 





power, but also restricted in some 
part beyond actual necessity by the 
psychology of depression. As a 
nation we have never been broke. 
There is always spendable money 
that will be more freely spent as 110 
fear wanes and hope dawns. Fear 
wanes when the visible evidence of . 
the termination of deflation be- 
comes convincing. Hope dawns 
when canny investors and _ specu- 
lators sense that the setting is ripe 
for reversal, with only a slight force 
needed to tip the closely-balanced 
supply -demand scales and _ turn 
stocks and_ sensitive commodity 
prices upward, with prompt effect 
upon national psychology. This is 
nothing new. The only thing new 
is that the Government in recent 
years has played an increasingly 
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Government activities are at a low ebb while Presi- 
dent fishes, officials vacation, bureaucrats perfect plans 
to spend new appropriations and administer new laws, 
and politicians mend fences. But routine continues and 
things will pop again in early fall. 


Off-year elections are more highly charged with 
Presidential politics than ever before, and will be some- 
thing of a Democratic primary for 1940. Republican 
Congressional gains may be less impressive than were 
earlier expected. Observers are watching the kind of 
Democrats elected and the strength of their popular 
support. With the party purge largely a flop, having 
dwindled to a handful of cases, most of the less than 
100 per cent New Dealers who survive will be pledged 





WASHINGTON SEES— 


Fall elections practically a Presidential 


primary. 
Third term rumors back to stay. 


Monopoly probe aimed at systems, not in- 
dividuals. 


Government control of business practices 
now decided on by New Deal. 


Institutional investors subjected to a “ben- 
evolent” investigation. 


Movie suit presages others. 


Administration aligning stockholders against 
management. 


Wage-hour administrator appointment gen- 
erally approved. 


Administration fighting wage cuts. 





ening. in. Washington 


BY E. 


to support Roosevelt’s major policies, at least for a 
while, but the others will see they can successfully differ 
with the White House. So Roosevelt’s control over next 
Congress will unquestionably be less; the problem is how 
much less. 


Third term rumors, dead a few months back, are bloom- 
ing again, chiefly because split in Democratic ranks is 
widening and New Dealers have not found an accept- 
able successor to F. D. R. Belief is Roosevelt himself is 
undecided but if he makes decision he will keep it secret 
until eve of next party convention in order to keep con- 
trol of Congress and the party and head off booms for 
unwanted candidates. Many in the inner circle are 
strongly urging a third term and their voices have 
always carried weight with The Chief. 


Monopoly probe is a headliner misnomer for the 
National Economic Committee. It will not be super 
grand jury prying out specific anti-trust violations 
(though some incriminating evidence may be a by- 
product), but is designed to produce pattern for new 
legislation to give government new controls over busi- 
ness. After much vacillating since end of NRA, the 
administration finally has a definite business policy and 
New Deal members of the committee know pretty much 
what they are expected to find and recommend. By 
“monopoly” they mean any non-governmental artificial 
influence on prices, production, investments, employ- 
ment, or business policies. “Witch burning” intentions 
are denied by monopoly probers but they are hunting 
the “witchcraft” by which businessmen voluntarily or 
involuntarily reduce the effect of competition on prices 
and production. They will indict a system rather than 
individuals, and to the extent that they cannot enforce 
competition they will seek to transfer controls from 
private to government hands. Basic idea is that through 
various devices, mostly legal and many well accepted, 
business men cause booms and slumps because what may 
seem best to them is not best for general welfare. 


Price rigidity, the failure of many industrial prices to 
decline with demand and their habit of increasing in 
anticipation of greater demand, is a prime subject of 
the monopoly probe. This phase will include dissection 
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of such time-honored trade practices as following the 
price lead of a big distributor, basing point pricing, open 
price filing, contracting on posted prices, division of 
territories, resale price maintenance. Lower prices and 
greater production is the aim, and studies will be made 
of wastes in distribution, size of distributors’ margins, 
relative efficiency of chain and independent units. 


Patent laws and practices will be important early part 
of monopoly inquiry. The objective is new legisla- 
tion to force licensing patents to competitors after 
short period, prevent shelving of important advanees, 
break up pools deemed extortionate, prevent patentee 
from controlling non-patented auxilliary equipment. 


Financial controls in industry, 
both direct and subtle, will be 
SEC’s part in monopoly study, 
starting with insurance companies, 
investment trusts, security under- 
writers and large bankers. Belief 
is such large aggregations of in- 
vestment capital, controlled by 
self-perpetuating directorates (usu- 
ally acting in good faith) have 
too much influence on general 
business and financial conditions, 
have life and death power over 
creditor businesses, can help 
throttle competition in many lines, 
and have powerful influence over 
price, production and employment 
policies of industries in which they 
invest. 


Business bigness per se will be 
attacked on ground that a_ big 
concern can’t help dominating an 
industry. FTC thinks anything 
over 10 per cent of an industry’s 
total assets or sales tends to monopolistic practices. 
Where such size can’t be helped now, monopoly com- 
mittee will recommend some form of government con- 
trol. Allied study will be on relative efficiency and 
employment stability of large and small producing units. 


Wide World Photo 


Stockholder treatment will be a subsidiary study in 
monopoly inquiry. Favorite New Deal thesis is that 
stockholders’ interests often conflict with management’s 
and that stockholders get the short end of the stick. 
SEC is expected to urge that in all future government 
conferences with industry, e.g., wage-hour industry com- 
mittees, stockholders be given equal representation with 
management on theory that stockholders have a 
broader social viewpoint. 


Movie trust suit may be followed by criminal action 
covering other alleged anti-trust violations than those 
included in the equity suit. D. of J. thinks it has here 
a perfect case of concentration and misuse of economic 
power. If it wins it will seek divorcement in other in- 
dustries where producers control distribution (e.g., oil 
pipe lines); if it loses it will ask new laws against gen- 
eral integration of production and distribution. 
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New administrator of wages and hours, } : 
Elmer F. Andrews. dustries, this probably by blanket 


Madison oil decision is Phyrric victory for government 
since fines were imposed on only a few of the long list 
indicted. Others were freed or granted new trials which 
will be costly to the government if it proceeds again. 
As result of this set-back, D. of J. postponed plans to 
seek a third indictment at Madison of mid-west oil firms 
on charges of continuing to rig markets by various 


devices since date of first indictment. But case 
strengthens Thurman Arnold’s contention that anti- 
trust laws should be rewritten to permit action against 
economic results rather than criminal intent. 


Wage-hour Administrator Elmer F. Andrews is 
viewed as a “good bureaucrat,” a career government 
employee with practical experi- 
ence in administering New York 
state wage, hour and labor laws; a 
New Dealer who has on occasion 
criticized administration policies; 
pro-labor but neutral on C. I. O. 
vs. A. F. of L.; a Perkins designate 
who will be able to work with the 
Madame Secretary where other 
prospective appointees — balked. 
His knowledge of problems in- 
volved, reputation for compromis- 
ing conflicting views and avoiding 
spectacular methods, and declara- 
tion that he will depend on co- 
operation rather than crack- 
downs, are considered to augur 
well. 

First tasks of wage-hour admin- 
istrator will be to define adminis- 
trative, professional, etc., workers 
exempted by the act; issue regula- 
tions exempting learners and han- 
dicapped; and define seasonal in- 


ruling based on _ percentage of 
year’s activities falling in certain number of weeks. 
Then will come ticklish job of classifying industries into 
groups and appointing commitiees for each with the 
object of increasing minimum wages faster than the act 
specifies. 

Greatest problem facing industry, judged by in- 
quiries already received, is whether or not a given 
employer is in interstate commerce and therefore sub- 
ject to the act—and Administrator has virtually no 
authority to make such determinations. 





Civil Aeronautics Authority appointments temporarily 
puzzled since few were known to the industry, but 
investigation showed all are capable administrators well 
versed in aviation problems and quite free from political 
affiliations and industry-faction bias. Air lines are 
well pleased, anticipate vigorous, constructive enforce- 
ment when new law takes effect month hence, bringing 
order after years of chaotic competition and regulation. 
New Dealers are watching C A A experiment in single 
administrator for executive functions combined with 
commission for legislative-judicial functions; this may 
be used as a model for reorganizing other government 
agencies. (Please turn to page 480) 
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"A Government Ownership or Private Recovery? 


Railroads in the Balance 


BY RAY TUCKER 


a 30 per cent of the nation’s railroads have 
fallen into bankruptcy and another 30 per cent totter 
on the brink, a surprising optimism for the immediate 
and long-term future prevails in the circles of the 
industry and the administration. It does not appear 
to be a desperate hunch that some magic solution can 
be achieved overnight to restore this key industry to 
semi-prosperity. It is, rather, a settled conviction that all 
interested parties—government, the roads themselves, 
labor, shippers, investors, the public—will co-operate to 
prevent complete collapse or the necessity of govern- 
ment ownership. The latter threat seems to have van- 
ished, although it remains an outside possibility. 

For the moment the improvement of the lines’ status 
lies in the psychological realm rather than in the field 
where the chief difficulty exists—finances. This 21-bil- 
lion-dollar industry is no longer regarded as the play- 
thing of crossroads politicians or a monopolistic octopus 
that was fair game for every officeseeker and predatory 
interest. Shrewd publicity—and the facts themselves 
have cast the lines in the role of underdog to which 
the American people are usually sympathetic and gen- 
erous. 





Recognizing the Problem 


A growing realization of the railroads’ importance in 
our system of domestic economy has shaken the Presi- 
dent, the Congress, and even the public out of their 
customary complacency toward the industry’s plight 
and needs. Indeed, it is amazing that those charged 
with public responsibility for this vital national asset 
have remained indifferent for so long. 

Forgetting for the moment that the railroads haul 
such necessities of existence as grain, coal, lumber, steel, 
cotton, leather, let’s consider their contribution to 
national and individual well-being. It will demonstrate 
why the 270,000 miles of rails cannot be allowed to sink 
physically or financially, or furnish a merry-go-round 
for the politicians. 

Here is a $21,060,000,000 industry (Interstate Com- 
merce Commission figures) from which 70,000,000 in- 
surance policy holders, 44,000,000 savings bank deposi- 
tors and innumerable beneficiaries of educational and 
charitable institutions draw some sustenance in youth 
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or age. It pays almost $1,000,000 a day in taxes to 
local, state and federal units of government. 

In good times it supplies direct employment to almost 
2,000,000 men—perhaps providing for 10,000,000 if 
families and dependents are counted. It pays out for 
all costs in a good year—1929—more than five billion 
dollars, with the now dolorous heavy industries profit- 
ing most heavily. As a provider of jobs, direct and 
indirect, it is second only to agriculture, and to that 
enterprise it is an essential handmaiden. ’ 

Now, what is this vast system’s plight today, insofar 
as it affects the nation’s economic health? Without 
becoming too technical, let’s examine the symptoms 
of the disease before proceeding to the causes and 
possible remedies. 

It is employing less than 1,000,000 men as against 
almost double that number in happier days. Its 1926 
payroll was $4,671,735,589—and only $2,800,534,630 in 
1937. For all expenditures it distributed $5,169,849,850 
in 1936. Its purchases in the first three months of 1937 
(not an exceptionally good year) totalled $227,160,000, 
whereas it bought only $95,024,000 for the same period 
of 1938. 

Nobody can study these contrasts without realizing 
that the railroads must be relieved and restored. As a 
further indication of their woeful condition, here is a 
table of the lines’ annual rates of return during periods 
of prosperity and depression: 





Per Cent Per Cent 


1926 4.99 1932 1.25 
1927 4.30 1933 1.83 
1928 4.65 1934 1.79 
1929 4.84 1935 1.94 
1930 3.30 1936 2.59 
1931 2.00 1937 2.25 


These figures explain why uinety-seven lines were 
in the hands of receivers or trustees on June 1 of this 
year. These companies operate 77,560 miles of track, 
or almost one-third of the national mileage. 

The situation is steadily growing worse. In the first 
three months of 1938 railroads operating more than 
half of the country’s mileage did not earn enough money 
to pay operating expenses and taxes. Railroads oper- 
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ating 204,573 miles of line, or 87.1 per cent of the total, 
did not earn sufficient to pay their fixed charges—in- 
terest and rent for leased roads. All lines incurred a 
deficit of $100,000,000 for that period. 

The present depression is an obvious cause of this 
decline, as comparative figures on carloadings reveal. 
For the first twenty-three weeks of 1929 they amounted 
to 22,380,840. They were 16,715,097 for the seme period 
in 1937, as against 12,526,932 this year. 

Another reason advanced by railroad executives, and 
concurred in by many impartial students, is that their 
rates and the entire system of rate-making is pitifully 
inadequate. Here are the average, per-ton mile revenues 
for the first quarters of typical vears: 


Freight Passenger 
iL. ee 1.268 3.12 
2 ae 1.059 2.94 
DOGO 2.25. 1.044 2.46 
ASO oe sig oe cs3 0.990 1.89 


Other contributing factors are increased costs of 
materials and supplies, mounting taxes and higher wage 
scales. Although there have been moderate reductions 
lately in the prices of materials and supplies, by April 
of 1937 they had increased 43.7 per cent over the level 














of 1933. This amounted to an annual boost in budge- 
tary costs of $185,000,000. 

The railroads’ tax bill, like everybody else’s, has 
steadily soared. In 1917, for every dollar paid out in 
dividends, only 67 cents were paid out in all forms of 
taxes. In 1927, 91 cents went into taxes for every 
dollar of dividends. But in the period 1933-1937 for 
every dollar distributed to stockholders the sum of 
$1.98 was contributed to the upkeep of government. 
The industry yielded up in taxes almost twice as much 
as it handed over in dividends. 

Wages likewise have steadily mounted. The average 
hourly earnmgs for employees was 27.6 cents in 1916, 
64 cents in the depression year of 1933 and 77.7 for 
the first three months of 1938. Weekly earnings have 
risen from $32.68 in 1929 to $34.72 for the first three 
months of 1938. The roads contend that the cost of 
living warrants a reduction of 15 per cent, and they are 
now conducting negotiations along that line with repre- 
sentatives of the brotherhood. 

Simply stated, the railroads’ costs—material and sup- 
plies, wages, taxes—have piled up in mountainous man- 
ner while their revenues have steadily dwindled to a 
trickle. No more than an individual, can they long 
endure an excess of outgo over income. That way lies 
complete bankruptcy—or government ownership. 

Under these circumstances it is clear that the prob- 
lem splits into two sections. The first relates to saving 
the roads from, immediate wreckage due to their finan- 
cial stringencies of the moment. The second and 
the more difficult involves the establishment of a 
sound, permanent, national system—physical, finan- 
cial, rate — that will eliminate past mis- 
takes and abuses insofar as_ constantly 
changing modes of living and trans- 
portation needs will permit. Like 
every other form of industry, the rail- 
roads offer a problem—and 
study—in evolution, and no 
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Where streamlining is most needed. 
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hard-and-fast program can be proclaimed now or in 
the future. 

There is a general belief at Washington that numer- 
ous schemes under consideration will tide the roads 
through the summer and fall, when President Roosevelt 
may call a special session to attack the broader and 
more fundamental question. It is expected that an 
increase in traffic during the last quarter, possibly the 
last six months, will produce higher revenues. In itself 
this would not be sufficient under present wage and 
rate and cost burdens to insure a decent return on 


investment. Nevertheless, it warrants optimism for 
increased revenue during the present, emergency 
period. 


Wage decreases resulting from present negotiations 
would also help—and every dollar saved counts. The 
roads have asked for a 15 per cent reduction, but pri- 
vately the major executives confide that they will be 
happy if they get only half a loaf. Labor representatives 
will hold out against any cut for many weeks, but they 
must pursue this obstinate course for tactical reasons. 
They cannot surrender without firing a shot that will 
cheer their membership army. In the past, however, 
the brotherhoods’ spokesmen have been highly reason- 
able, realizing that their fortunes rise or fall with those 
of the industry, and it is expected that they will show 
the same sanity now. 


Various Doctors at Work 


For the most seriously ill lines R F C Chairman Jesse 
Jones still has $300,000,000 worth of pills. Contrary to 
popular opinion, most of the roads do not want or 
need to borrow additional funds from the government. 
They already owe about $500,000,000 of $800.000.000 
that was originally advanced. They have plenty of 
equipment—locomotives, freight cars, passenger cars, 
trackage. Federal funds, even though handed over at 
low interest rates, offer only a palliative, but they may 
prove temporarily helpful. 

Two other groups—one public and the other private 
—have exhibited a disposition to give the industry a 
lift. The Interstate Commerce Commission has shown 
itself to be more sympathetic—or at least more realistic. 
Whereas it rejected an application for a rate increase 
early in the year, it capitulated only a few months later. 
Though the commission’s majority do not believe that 
the sole solution lies in higher fares and rates, the 
impact of the depression forced them to submerge their 
prejudices, even their philosophies. There is also this 
very human consideration to be kept in mind: For the 
industry to die under or because of their doctoring 
would be to their utter discredit and a savage thrust 
at the New Deal’s theory of government regulation. 

The experts differ when they approach the more 
important problem of a long-time solution, but the 
differences extend largely to details, despite their un- 
willingness to admit it. Such railroaders as John J. 
Pelley, president of the Association of American Rail- 
roads, and R. V. Fletcher, vice-president and general 
counsel, emphasize two problems. They demand revi- 
sion of the rate-making law so that the lines themselves 
can fix prices, subject to government regulation only 
when they are deemed unreasonable or confiscatory. 
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Railroads’ Own Solution 


“First,” says Mr. Pelley, “treat railroads as a business. 
Other industries are permitted to fix their charges in 
accord with the ebb and flow of business conditions— 
supply and demand and costs. Give the railroads rea- 
sonable freedom to ‘price’ the only product they have 
to sell—transportation service—subject, of course, to 
the general principles that rates shall be reasonable 
and neither discriminatory nor preferential. Give them 
greater freedom to adjust their rates to meet competi- 
tive situations, to adjust their services to the demands 
of traffic; and to adjust their expenses to the conditions 
of their business. 

“Second, give railroads equality of treatment and op- 
portunity—equality with all other forms of transpor- 
tation in matters of regulation, taxation, subsidy and 
the like. The government has spent an estimated fifteen 
billion dollars to benefit our competitors without de- 
manding any financial contribution from them. That is 
both unfair and short-sighted economics. If regulations 
are to be applied to the railroads, let them be applied in 
equal measure to our competitors. If subsidies are to 
be paid to our competitors, let them likewise be made 
available to railroads. 

“Our long-standing public policy of transportation 
has been, in effect, to require the user of rail transpor- 
tation to pay all the costs of producing the service he 
uses, including true taxes for the support of the gov- 
ernment in general, at the same time relieving the user 
of most other forms of transportation of a large part 
of their true costs by putting it on the taxpayer. It is 
a curiously ostrich-like policy wnich seems to think that 
any cost which can be hidden in the sands of taxation 
ceases to exist.” 

Thus the railroads’ spokesmen:—Permit us to charge 
logical and reasonable rates based on business and in- 
dustrial conditions rather than on the man-made judg- 
ment of a government commission, and apply those 
same economic restrictions and measurements to our 
competitors! 

The government’s chief railroad expert—ex-Co-ordi- 
nator and Interstate Commerce Commissioner Joseph 
B. Eastman—approaches the problem from a different 
avenue. In his opinion, the government must assume 
chief leadership and responsibility in solving the ques- 
tion. He also emphasized the need of a federal planning 
agency that will end the period during which the rail 
system, like Topsy, “just grew.” 

“There is nothing unique about this situation,” says 
Mr. Eastman. “In greater or less degree every civilized 
country is facing the same basic transportation problem 
and is struggling with its solution. It is not a problem, in 
my judgment, which can be solved alone through public 
regulation of the type we have long employed. Such 
regulation is necessary, but it does not wholly fit the bill. 

“In realization of the fact that transportation is, as 
the Supreme Court has said, ‘a function of the state’ 
essential to the welfare and well-being of the entire com- 
munity, the government must play a more active part 
in the field of planning, promotion and prevention. 

“We have suffered from a deficiency in transportation 
leadership, or statesmanship. Nor can we look for lead- 
ership to any group with a (Please turn to page 479) 
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New Conditions in Steel Recovery 
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Broad Changes Favor Some 


Companies More Than Others 


BY GEORGE M. HOPPER 


Looxinc at the recent market action 
of the steel stocks, one would hardly think 
that an industry which was losing money 
had just made drastic reductions in the 
price of its product. Yet, this is neverthe- 
less the case and the only explanation of 
the rise in the price of steel securities is 
that buyers have decided to exclude the 
admittedly bleak near-term profit outlook 
in favor of the more optimistic prospects 
that exist for the fall and for next year. 

Although they were initiated simulta- 
neously by the United States Steel Corp., 
the price reductions took two distinct forms. 
Bethlehem Steel and other leading independents have 
since followed. First to be considered is the elimination 
of the differentials between Pittsburgh and other pro- 
ducing centers: second, reductions in the basic Pitts- 
burgh prices. For years the price of steel at Birming- 
ham, Chicago, Buffalo and elsewhere had been arbi- 
trarily maintained two, three, or more dollars a ton 
higher than in Pittsburgh. Hence, the elimination of 
these differentials coming on top of reductions at Pitts- 
burgh has had the effect of reducing steel up to nine 
dollars a ton, depending upon the product and the 
center. 

It is to be realized that the elimination of the dif- 
ferentials is something more than a mere price cut, for 
it involves a revision of the whole steel marketing struc- 
ture, reallocation of markets at least to some extent and 
probably, over a period of time, the erection of addi- 
tional producing facilities on the part of some com- 
panies poorly represented in certain large steel consum- 
ing districts. In order to appreciate exactly what has 
happened it is necessary to go back to the time prior 
to 1924 when all steel was quoted “Pittsburgh plus’— 


Gendreau 
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Pouring molten steel into ingot molds. 


in other words, the Pittsburgh price, plus freight to des- 
tination. And the consumer still paid the freight from 
Pittsburgh even though plants had sprung up in the 
middle west and south and it might be that in actuality 
the steel moved no further thau across the street. 

There was considerable consumer dissatisfaction with 
this state of affairs and following a Federal Trade Com- 
mission “cease and desist” order, a number of basing 
points throughout the country were established and a 
buyer might order from the one most convenient and 
save freight thereby. However, prices at these basing 
points were not uniform, being generally maintained 
two to four dollars higher than Pittsburgh and, while 
the differential was less than the freight from Pitts- 
burgh, it nevertheless meant that the principle of “Pitts- 
burgh plus” was being maintained. The latest develop- 
ments in making prices uniform at a number of produc- 
tion points on many important steel products goes a 
long way towards abolishing the last vestiges of “Pitts- 
burgh plus.” 

The first hasty conclusions as to the meaning of the 
new system were to the effect that each steel plant 
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would serve its own particular district and that centers 
such as Pittsburgh where the productive capacity is far 
in excess of local needs would be “out of luck.” It was 
further reasoned that the larger companies such as 
United States Steel, Bethlehem Steel and Republic Steel 
with plants widely scattered throughout the country 
had improved their position as against, for example, 
Jones & Laughlin with plants solely in the Pittsburgh 
district or even as against Youngstown Sheet & Tube 
with plants solely in the Cleveland/Youngstown and 
Chicago districts. On the other hand, Inland Steel, 
operating in one district only—Chicago—is not consid- 
ered to have been adversely affected because the 
nearby market still consumes normally more steel than 
it produces. 


the effects on the railroads. If anything, it would seem 
to be adverse, for, to the extent that it does swing cus- 
tomers to local steel producing plants, it will mean just 
that much less freight for the roads. Perhaps the effects 
will be relatively more severe in times of prosperity than 
in times for depression. This is because during pros- 
perity there should be less inclination for a steel com- 
pany to achieve profitable volume by invading some 
other producers’ natural territory. 

On the other hand, it is not to be forgotten that nor- 
mally the railroads are among the most important con- 
sumers of steel and to the extent that the elimination of 
the basing point differentials mean lower prices they 
are beneficiaries. Currently they stand to benefit in 

addition by the reduction in the 





Second thoughts, however, have 
brought considerable modification 
to this reasoning. It may be dif- 


ficult for Pittsburgh steel to com- nen 
> > . Pittsburgh 

pete for the business of a customer 

located across the street from a 

Chicago plant, but there will still 

be plenty of competition for busi- Chicago 


ness originating at some point in 
between, even though the freight 
from one producing plant is some- 
what more than the freight from 
another producing plant. This is 


Youngstown /Cleveland 


Detroit 
because a steel producer has to 
have volume to be profitable and oe 
he will attempi to attain this vol- 
: Maryland 
ume even though at times he has ae 
er irmingham 
to absorb more freight than some 
competitor. Indeed, Youngstown aie 


Sheet & Tube has come out flat- 
footedly with the announcement 
that it will endeavor to hold its 
customers in districts which other 
companies have designated as bas- 


Pacific Coast 


ing points. Incidentally, this 
s Acme 
same company is more eager than Allegany 


ever to carry out certain new fi- 
nancing in order that it may pro- 


Steel Production in the U. S. 


Companies Represented. 


U. S. Steel 
Bethlehem Steel 
Jones & Laughlin 
National Steel 


U. S. Steel 

Inland Steel 

Youngstown Sheet & Tube 
Republic Steel 


U. S. Steel 
Youngstown Sheet & Tube 
Republic Steel 


National Steel 


Bethlehem Steel 
Republic Steel 


Bethlehem Steel 


U. S. Steel 
Republic Steel 


Colorado Fuel & Iron 


U. S. Steel 
Bethlehem Stee! 
Colorado Fuel & Iron. 


Companies considered as pro- 
ducers of steel specialties 


American Rolling Mill 


Pittsburgh base price. 

Whether the railroads will gain 
more from lower steel prices than 
they will lose from a_ lessened 
freight movement is not a matter 
which can be pursued here: 
rather, let us turn to a considera- 
tion of what the lower prices mean 
to the steel companies themselves. 
According to the American Iron & 
Steel Institute some 4,300,000 
gross tons of semifinished and fin- 
ished steel was made in the first 
quarter of the present year. If 
the recent price cuts prove to aver- 
age $3 a ton it would have in- 
creased the industry’s loss by 
about $18,000,000. More likely, 
however, the price cuts will aver- 
age $4 a ton and in this case the 
loss would have increased by more 
than $17,000,000. The actual loss 
in the first quarter about 
$5,000,000. 

Or, just as an example, the same 


Was 


Crucible can acti ee . lied to the 
ee reasoning may be applied to the 
Wheeling operations of one particular com- 


pany—the United States Steel 





ceed with the ambitious expansion 
and improvement program which is scheduled for plants 
in the Chicago district. 

If the Youngstown Sheet & Tube attitude is any cri- 
terion of how other independents think, there is going 
to be no lack of competition for the country’s steel busi- 
ness despite the elimination of the basing point differen- 
tials. Another thing, while on the subject of steel in- 
dustry competition: companies are no longer the spe- 
cialists they once were. Companies which were pre- 
dominantly in heavy steel a few years ago have put up 
huge strip mills and are now actively seeking automo- 
bile, refrigerator and tin plate business. Unquestion- 
ably, as soon as financing can be arranged and the in- 
dustry grows more active we shall see additional plants 
erected for the manufacture of products not previously 
important to a company and in territory where it was 
not represented before. 

It is impossible to follow the elimination of the basing 
point differentials through all possible ramifications. 
One might. however, pause for a moment to consider 
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Corp. Last year this company’s 
shipments of rolled and finished steel products to- 
talled 12,750,000 tons. Had $4 a ton less been received, 
revenues would have declined by $51,000,000. Allow- 
ing for the fact that had profits been lower, taxes and 
certain other items would also have been lower, it is 
probable that the corporation, instead of reporting a 
net income applicable to the preferred and common 
stocks of $95,000,000 would have been reported about 
$60,000,000. This, after regular dividends only on the 
preferred, would have been equal to about $4 a share 
on the common stock, compared with the $8.01 a share 
of common which was actually reported. Under such 
circumstances, it is most unlikely that the common 
would have been paid any dividends at all, for arrears 
of $33,000,000 were paid off on the preferred last year. 
Operating during 1937 at an average finished steel ca- 
pacity of 71.2 per cent, it means that the recent price 
cuts have raised the pay-point of United States Steel 
close to 60 per cent of capacity. For the industry as a 
whole it will be about the (Please turn to page 478) 
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Kennecott Is Sdll Growing 


Besides Gains in Financial Strength and Position in Its 


Industry, Kennecott Finds Molybdenum Among Its Assets 


BY GEORGE 


otis Coprer Corp. is 


unobtrusively becoming some- 
thing more than its name in- 
dicates. Still by far the larg- 
est copper producer in_ this 
country and estimated to own 
between a fifth and a quarter 
of ajl the developed copper ore 
in the world, Kennecott has 
another iron in the fire, made 
of the new metal—molybde- 
num. The rise of molybdenum 
among the industrial metals 
has been startlingly rapid, with 
recent annual increases in its 
use running as high as seventy 
per cent. The rise of Kenne- 
cott among the molybdenum 
producers, though, has approached the maximum— 
Kennecott has come from nowhere on the list to second 
place within the space of one year. 

It is not at all strange to find a copper producer 
developing by-products which help bring down the costs 
of its operations, but in this case there is a double sur- 
prise: first, that a new by-product should have such a 
promising future in its own right, and second, that 
it should be the infrequently found molybdenum for 
which a new source is developed. It must be admitted 
that on 1937 results Kennecott’s second ranking in the 
molybdenum field is not at first sight impressive in 
comparison with the size and capitalization of the whole 
enterprise. Yet if the same increase could be registered 
next year, with the margin of profit known to exist 
among other producers, the new factor might be con- 
ceded considerable influence on Kennecott’s future. 

There is only one way to judge the chances of such 
an increase or to get the needed perspective on its rela- 
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tive importance, and that is 
to examine the company first 
solely on the basis of its rec- 
ord and present position as the 
largest domestic copper pro- 
ducer. 

Kennecott may be thought 
of as conducting three major 
classes of operations—the pro- 
duction of copper abroad, pro- 
duction in the United States, 
and fabrication, which is also 
domestic. Or the enterprises 
may be further broken down 
into the wholly owned Braden 
mine in Chile, Utah Copper 
and Nevada Copper here, the 
two manufacturers of copper 
and brass articles, and finally the miscellaneous interests, 
including two Alaskan mines, transportation facilities, 
and last, only temporarily least, molybdenum. 

A sharp line is drawn between domestic and foreign 
production of copper, between the Braden mine and 
all the other Kennecott properties, for the sole reason 
that the American tariff of four cents a pound on imports 
of the metal raises a wall insurmountable for practical 
purposes. The Chilean production is sold in foreign 
markets and is subject to the London price and demand. 
Since this mine subscribes to the international curtail- 
ment agreement, its rate of operations is also subject 
to the foreign cartel, differing at most times from the 
pace set by the American properties. Braden operations 
are carried on underground, in contrast with the open- 
pit methods in use in most of the American mines, but 
on the other hand, the ore at Braden averages around 
2 per cent copper as compared with about half that 
figure at the Utah and three-quarters at the Nevada 
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The enormous open pit workings of the Utah Copper Co., 


subsidiary of Kennecott. 


mines. Braden’s costs are therefore among the lowest 
of the Kennecott group, estimated to drop slightly below 
six cents a pound whenever capacity rate of operations 
is approached. 

Braden produced about 318,000,000 pounds of copper 
for Kennecott during 1937, as against an estimated 
theoretical capacity of 340,000,000 pounds per annum. 
The company’s most recent statement as to Chilean 
operations made early in May set the output at 22,000,- 
000 pounds monthly, or 78 per cent of capacity. So 
long as European demand re- 
mains active enough to support 
a fairly high rate of activity and 
prices hold around present lev- 
els, Braden should continue to 
contribute a substantial share 
toward Kennecott earnings. 

Supplying a different market 
and operating under different 
conditions is the Utah Copper 
Co., owner of the largest ore- 
body in the United States, with 
a production cost far below the 
domestic average and not far 
above Braden’s when in full op- 
eration. Mining is by the open- 
pit method, small quantities of 
gold and silver helping to re- 
duce costs somewhat. Ore 
blocked out is estimated to be 
sufficient to assure another 
twenty-five or more years of 
life for Utah at a rate of 450,- 
000,000 pounds of annual cop- 
per production. 

The mines of the Nevada 
Consolidated Copper Corp., for 
which Kennecott exchanged its 


Ewing Galloway. 
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own stock at the bottom of the 
last depression, are located in 
Nevada, Arizona and New 
Mexico. The ore is richer than 
in the Utah property, and at all 
except the Ray unit in Arizona 
open-pit electric-shovel methods 
are employed. This means that 
operations are flexible and may 
be speeded or slowed with rela- 
tively little penalty in costs. 
Nevertheless, the Nevada mines 
have been unable to match the 
Bingham District in Utah for 
low-cost production, aided as 
the latter is by recovery of ap- 
preciable amounts of gold and 
silver. 

Of the three, only Braden 
does its own smelting, the others 
having arrangements’ with 
American Smelting for the proc- 
essing of the great bulk of out- 
put on a toll basis. When the 
company’s record of earnings 

comes up for discussion, this 
factor of flexibility in costs provided by the type of 
mining carried on and the lack of heavy overhead in 
smelting and refining plants should be given full credit. 

Until 1929, Kennecott was strictly a producer, but 
in that year the Chase Copper & Brass Co. was pur- 
chased, with the purpose of gaining a more dependable 
link with the ultimate consumers. Following that, but 
not until 1935, the American Electrical Works was 
purchased and its name changed to the Kennecott Wire 
& Cable Co. The capacity of Chase Brass is estimated 





The mine and smelting plant of Braden Copper Co., in Chile, 


also a subsidiary of Kennecott. 
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at about 300,000,000 pounds of annual cop- 
per consumption, while Kennecott Wire can 
account for another 50,000,000 pounds, giv- 
ing the parent company an assured outlet 
in good years of 350,000,000 pounds. The 
Utah mine alone, however, produced some 
400,000,000 pounds of copper last year, and 
the Nevada mines another 200,000,000, so 
that fabricating capacity does not by any 
means match productive capacity in this 
country alone, which has been estimated at 
450,000,000 pounds for Utah and 350,000,- 
000 pounds for Nevada. This is not an 
unmitigated evil considering the wide swings 
in earnings results shown by all the fabri- 
cators of the metal. 

Alaskan properties include two mines, a 
railway and a steamship line. The com- 
pany has reported that the failure to de- 
velop further ore in the mines will neces- 
sitate their abandonment at an early date, 
with the railway to lose its usefulness for 
that reason. Transportation facilities at 
other mines play an important part in op- 
erations, but make no independent contri- 
bution to earning power of the parent. 

Taken as a whole, the Kennecott picture 
is an impressive one. Over three-quarters 
of its productive capacity is within our 
tariff wall and the company actually ac- 
counted for 30 per cent of total domestic 
output in 1937. Together with the foreign 
output and the fabricating division, the 
large American deposits give a generous 
earning power in good times to the 10,- 
821,652 shares of common stock, the sole 
capitalization. On the other hand, the com- 
pany has shown surprisingly good resist- 
ance to depression influences, considering 
the tremendous fluctuations in volume and 
price which take place in the industry. 

Last year, for instance, copper rose five 
cents a pound in the first three months, 
then fell seven cents in the next nine 
months. It enjoyed a sellers’ market in the 
Spring, with stocks on hand dropping at 
a rapid pace and mines being reopened 
right and left, regardless of their production 
costs. Then the situation reversed, buyers 
lost interest, and mines began to close. By 
April, 1938, Kennecott was at 40 per cent 
of capacity in its domestic operations and 
within the following two months closed all 
its American mines. Nevertheless, mainly 
by stepping up operations, Kennecott 
earned very nearly as much in 1937 as it 
did in 1929, when an average price of over 
18c a pound was received for its metal. 

Perhaps more impressive than the re- 
covery of earning power and the record of 
only one annual deficit during the last de- 
pression is the improvement in financial 
strength between the two years 1929 and 
1937. Net working capital stood at $65,- 
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KENNECOTT’S LEADERSHIP IN DOMESTIC COPPER 


Comparison With Other American Producers 
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1937 production includes wholly owned Nevada Consolidated properties. 





Molybdenum Production in the United States 


(in thousands of pounds) 














Producer 1934 1935 1936 1937 
EN TP III GO oo io ok ace cawecccewecscecses 8,379 10,168 15,217 22,000 
MEET RRR ooo. hss ca Swwlsetaciasendiios eens: -<@BGkae>  aaleeas * 5,000 
REMIND eo. t os cao oh ce csesketentmeanake 983 1,344 1,969 2,419 

UE ee S eles S805 o be aivedalaesuasinkapacdes 9,362 11,512 17,186 29,419 


* Nominal quantity. 





The Kennecott Operating, Earning and Dividend 


Record 
Ratio 
Metal Metal Costs 
Revenues to Metal Net Income Earned Dividends 

Year (000 omitted) Revenues (000o0mitted) per Share Paid 
A225 SI ree $110,205 51.7 $52,066 $5.55 $4.75 
WI bases seecen et eas. 72,211 72.8 15,586 1.66 3.00 
i ET IORI Ca 48,501 86.4 3,849 41 1.1214 
eee eee 23,095 106.6 def. 7,102 def. .68 ee 
ca 39,818 78.8 2,308 21 yak 
WRG Kila -scececeasenk swe 53,593 76.6 5,720 53 45 
PREP SCs ew avaaes.ces 66,674 69.4 13,165 1.22 -65 
OT es los.ce one ciesjieciews 98,442 62.5 25,491 2.36 1.70 
PUG eaisekabiwewnenaen 138,864 54.1 49,822 4.60 3.50 
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“Pickling” brass pipe in the Chase plant. 


786,000 at the end of 1929, had fallen to $32,962,000 in 
1932, rose wrth the acquisition of Nevada Consolidated 
to $49,466,000 in the following year, then made new 
highs in 1936 and 1937, with the most recent figure 
$81,570,000. Among current assets, just under $50.000.,- 
000 was in cash or equivalent, and $30,709,000 in in- 
ventories. 

Because earnings result from sales, and not from 
production, Kennecott is able for a limited time to 
make money with all its mines closed. Sales dropped 
more rapidly than production could be curtailed last 
year, bringing about a jump of over $9,000,000 in inven- 
tories and placing the company in position to sell from 
stocks on hand at any time it became necessary. The 
profit of 32 cents per share reported for the first quar- 
ter of 1938 was therefore about in line with expectations 
and may very possibly have been equalled in the second 
quarter, even though the late rush of buying was mainly 
for ‘extended delivery. At any rate, another 25-cent 
quarterly dividend, the third in 1938, has recently been 
declared, and carnings over the last half of the year 
could conceivably equal the $2.13 of a vear earlier, 
given a sustained lift in copper buying. 

Now that the domestic mines are being reopened, 
thus expressing, incidentally, the directors’ belief in the 
lasting power of the recent demand for copper, the value 
of flexible mining methods, quickly adjustable to condi- 
tions, is being demonstrated again. This also brings us 
back to molybdenum, which is produced only in pro- 
portion to the amount of copper ore mined. 

The actual name of the by-product from the concen- 
tration of the ore is molybdenite, containing roughly 60 
per cent of the element molybdenum. Kennecott’s out- 
put of molybdenite amounted to 8.319.000 pounds in 
1937, but since it is less confusing to think in terms of 
the element, the accompanying table shows the produc- 
tion as 5,000,000 pounds of contained molybdenum. The 
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table shows only the latter stage of 
the remarkable growth in output of 
this metal; production actually in- 
creased in the last eleven years 
close to 1,200 per cent from the 
two and one-quarter million pounds 
mined in 1927. Demand has grown 
almost entirely because of the dis- 
covery that a small quantity of 
molybdenum used as an alloy in 
steel, and more recently in_ iron, 
imparts various desirable qualities 
to the finished metal. High fatigue 
loads, high temperatures, tremen- 
dous pressures or severely corrosive 
conditions call for alloy steels con- 
taining up to 8 per cent molybde- 
num, along with smaller amounts of 
other metals such as tungsten and 
vanadium. 

This country produces at least 80 
per cent of the world’s molybde- 
num requirements and ships rough- 
ly two-thirds of its production 
abroad in the form of molybdenite. 
Kennecott exported 70 per cent of 
its output last year, and has already 
contracted for the sale of all production during 1938. 
Peacetime uses include steel for the manufacture of 
automobiles. railroad equipment, airplanes, and petrole- 
um producing and refining; in case of war the metal 
would be invaluable to the United States, since it is one 
of the few alloying’ agents of which we control the 
supply. Prices have worked gradually lower as use has 
expanded, and are now stabilized around the 95-cents- 
a-pound level for the element. 

Kennecott started one recovery plant at the Utah 
mine late in 1936 and had another there in operation 
for ten months of 1937. A plant at the Chino mine of 
Nevada Consolidated began operations late last vear, 
producing only 131,110 pounds of molybdenite during 
the vear. The output for 1937 was thus not representa- 
tive of true capacity, even without further steps to 
increase recoveries. 

In April, 1938, Kennecott was operating its domestic 
copper properties at 40 per cent of capacity and turn- 
ing out molybdenite at better than 80 per cent of the 
1937 rate. Taken in conjunction with the company’s 
statement that production of the new by-product “must 
always be dependent upon and fluctuate with the out- 
put of copper,” the circumstances suggest that when 
copper production regains a more normal pace Kenne- 
cott may be found to have more than doubled its 
previous output of molybdenite. Further growth along 
this line is entirely possible, (Please turn to page 478) 





Courtesy Copper & Brass Research Assoc. 


Refined copper shapes made from cathodes in Chase's refinery. 
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Part I. 





Recovery Outlook and 
Mid-Year Dividend Foreeast 


Public Utilities, Steels, Oils, 
Metals, Machinery, Electrical, Agricul- 


tural, Railway and Business Equipment 


Under such circumstances 





= sarnings and dividend 
outlook are of primary concern 
to investors at this time. Un- 
favorable second quarter re- 
ports for many companies are 
reflecting the poor level of gen- 
eral business throughout the 
first half of the year, but with 
modest improvement discern- 
ible in many lines these figures 
seem unlikely to be duplicated 


, : INDUSTRY 
in the following six months. ,~Aetive, further progress indi- 
cated. 


Dividend margins that have 
been perilously impaired may ®~A¢tivg, further progress may 
consequently be bolstered. On 
the other hand, the drastic 
modification of the undistrib- 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. The 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 





this Mid-Year Dividend Fore- 
cast should prove of particu- 
lar interest and help. For 
convenience it is presented in 
three parts. 

Part I, covering the Rail- 
roads, Public Utilities as well 
as the railroad, electrical, busi- 
ness, agricultural and machine 
equipment companies appears 
in this issue. Part II dealing 
with Steel companies, Motors 
and Accessories, Tires, Chem- 
icals. Foods, Tobaccos,  Li- 
quors and Movies will be in 
the issue of August 13. Part 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 





2—Improvement in i ex- 
pected. 

3—Gain in earning power may 
be slow. 


4—Earnings outlook  unfavor- 
able. 





uted profits law relieves a great 
number of companies of the 
necessity of paying out so large a proportion of their 
earnings as heretofore and may result in rates being re- 
duced in order to rebuild reserves. The months between 
now and the year end will doubtless see many significant 
changes in accordance with the course of business profits. 


III will take up the Oils, the 
various divisions of merchan- 
dising, Metals, Aviation and Building as well as many 
miscellaneous industries. 

The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table above. 





Utility Problems Continue Difficult 


Revenues Hold Up, But Expenses Impair Earning Power 


Tue public utilities as a group had the benefit last 
year of a new high record in power production, with 
electric revenues well in excess of either 1929 or 1936. 
Ease in money rates continued, giving further oppor- 
tunity to refund debts and reduce interest charges. 
Nevertheless, the industry was unable to regain more 
than a modest part of the ground lost in the last eight 
years in terms of net income. Stockholders found their 
companies operating at a very high rate, displaying all 
the signs of prosperity—except the profits. 

Many companies succeeded in bringing enough of 
the added revenues into the profit column so that, with 
the help of the leverage provided by heavy prior 
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charges, earnings on the common stock showed fairly 
impressive gains. Few, however. managed to preserve 
the ratio of net income to gross. The danger was that 
any slackening in the rate of gain in gross would cut 
deeply into earning power, affecting particularly the 
high leverage common stocks. 

Before considering the causes of the relatively poor 
results in the midst of a mild boom, the picture may be 
brought more nearly up to date by a glance at the first 
half of 1938. Residential and commercial sales of 
electricity have actually continued to show small in- 
creases over a year earlier, duplicating the record of 
1930. Industrial sales, of course, have slumped badly, 
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bringing total revenues slightly below those of the com- 
parable period. Yet the trend in operating costs and 
taxes has continued upward,-and although we are not 
at present experiencing one of the periodical waves of 
rate-cutting, there can be no doubt that net income for 
the industry has fallen 10 per cent if not more below a 
year ago. This is a sharper drop than was registered in 
either 1930 or 1931. 

The main cause of the inability to use sales increases 
to full advantage and of the relatively poor resistance 
to a decline in business is the familiar problem of gov- 
ernmental attitude. Like the weather, it can be dis- 
cussed, deprecated and deplored, but nothing much can 
be done about it. Despite the steady and cumulative 
decline in rates to consumers, there remains the plain 
implication that the powers that be are still unsatisfied 
with present conditions and determined to accelerate 
the rate revisions. No one can say what the Adminis- 
tration’s power program is and what it is not, for prom- 
ises such as the recent one of Public Works Adminis- 
trator Ickes that federal money will not be used to build 
plants in competition with already existing privately 
owned utilities, until “reasonable efforts in good faith” 
have been made to buy the private properties, are nulli- 
fied by the presence of a joker. Mr. Ickes himself, 
hardly a detached observer, will be the judge of what 
constitutes a reasonable effort , and developments in the 
courts suggest that the chances of a successful appeal 
from his decisions are not bright. 

Expressions of voter opinion in recent months have 
been somewhat reassuring to the utilities, with several 
proposed municipal plants turned down in various parts 
of the country. If these could be accepted as signs of a 
turning point in the political outlook for the industry, 
many of the better companies would be accorded a much 
higher relative rating than they are at present. Even 
under current conditions, it must be recognized that the 
willingness of the Government to see somewhere near a 
fair price paid for certain properties improves the posi- 
tion of senior issues which have been selling at substan- 


tial discounts. From the viewpoint of the common 
stockholder, though, much more than this is needed. 

Practically all of the factors affecting the electric com- 
panies apply equally to the gas and water supplies and 
the communications. The nature of the business makes 
it an easy target for taxation—municipal, state and 
federal. Public opinion has not yet been convinced that 
a tax limit has been reached, and since making the utili- 
ties do the tax collecting for them appeals strongly to 
the politicians as the perfect method, the idea of special 
taxes on gross sales seems likely to spread. Salaries and 
wages are relatively inflexible, with the trend probably 
to be less and less favorable in the future as the limit of 
economies in this direction is approached. Interest 
charges have been reduced in many cases, but on the 
whole this period of low money rates has not produced 
the savings it should have. Investors have naturally 
been timid about placing their funds in an industry so 
obviously out of favor in high places. 

Despite all the obstacles in the way of the public 
utilities, however, they cannot be classed among the 
declining industries while the long-term trend of power 
consumption holds so tenaciously to its upward course. 
Supplying a basic and irreplaceable want, the utilities 
have not been given the opportunity to profit in reason- 
able degree from the growth in their business. It is 
entirely possible that this condition will change in the 
future, although the days of spectacular growth are 
undoubtedly over. Forecasting the distant future is 
therefore a matter of political as well as economic 
speculation. 

Over the balance of the current year, there is good 
reason to hope that the worst in the way of dividend 
reductions and decreased earnings has been seen. What- 
ever pickup occurs in the highly industrialized regions 
will be quickly felt in power sales, reversing the recent 
trend of earnings. Changes in dividends in the second 
half of 1938 are therefore more likely to be favorable 
than otherwise on balance, even though the tax induce- 
ment to pay out earnings has been greatly reduced. 





Position of Leading Public Utility Stocks 



















































































Earned per Share Div'ds 
12 mos. end. Price Range Decl'd 
June 30, Recent 1938 Market 
1937 1938 High Low Price toDate Rating COMMENT 

American & Foreign Power........ Nil Nil a 5% 2%, 5 B-3 Preferred ere arrears and difficulties i in China and Mexico obscure out- 
look for common. 

American Gas & Electric. .... on . 2.56 2.246 ; "315% 19% 30 -70 B-2 Dividend safe despite recent declines in gross and net figures. 

American Light & Traction......... 1.75 1.65¢ 16 10 15 -90 B-3 Earnings have shown good resist to trend 
areas and should cuales to support fader dividend! aie. 

American Power & Light.......... 59 .50c 7% 3% 6 B-3 Arrears on preferred stock preclude common dividends, but earn- 
ings may pick up. 

American Tel. & Tel.............. 9.76 8.656 1493, 111 141 6.75 B-3 " Business holding up, but longer trends suggest eventual tapering 
of dividend rate. 

American Water Works & Electric... 1.14 -83a 131% 6 12 B-3 R tion of dividends will depend on pickup in the 
company’s industrial territory. 

Associated Gas & Electric “A"..... Nil Nil a 134 Yg 1 B-4 Heavy prior charges make for high leverage and abrupt declines 
in net. Future obscure. 

Brooktyn-Manhattan Transit. ....... 4.09e Nil f 133% 53, 12 D-4 Income falling short of preferred dividend requirements by sub- 
stantial margin. 

Brooklyn Union Gas.............. 2.57 2.23a 211 10/3 ¢o .40 B-3 Rising costs and difficulty of raising rates led to passing common 


dividends; recent trend more encouraging. 








448 


THE MAGAZINE OF WALL STREET 





-~_it- i = , mf et 21 et 


ommon 
needed, 
ic com- 
lies and 
makes 
hte and 
ed that 
e utili- 
ngly to 
special 
‘ies and 
robably 
limit of 
nterest 
on the 
oduced 
turally 
try so 





public 
12 the 
power 
ourse. 
‘ilities 





ason- 
It is 
n the 
h are 
ire is 
lomic 


good 
dend 
/hat- 
rions 
cent 
cond 
able 


uce- 












Position of Leading Public Utility Stocks—([Continued] 



































































































































































































































Earned per Share Div'ds 
12 mos. end. Price Range Decl'd 
June 30, ae Recent 1938 Market 
1937 1938 High Low Price toDate Rating COMMENT 
Ce -47 .40E 11 TH, 10 B-3 _ Earnings stated on new common which is still preceded by preferred 
of stock in arrears. 
Columbia Gas & Electric......... ; .57 59a 9% 51, 8 B-3 S. E. C. has barred dividends pending clarification of 
_ _ surplus account. 
Commonwealth Edison............ 2.45 .70g 28 221f 27 -933%4 B-2 Dividend is safe and recent ding should gradually help earn- 
22 ings available for common stock. 
Commonwealth & Southern......... .18 -11b 2 1 11% B-4 Go t< titi eakens position of common stockhold- 
ers; dividends must await clearing of preferred accumulations. 
Consolidated Edison of N. Y........ 2.17 2.24a 3014 17 29 1.00 B-2 Good first quarter brightened hopes that $2.00 dividend rate may 
be maintained. 
Cons. Gas, El. Lt. & Pr. of Balt..... 4.63 4.246 73 55 73 2.70 B-2 Gross continues to gain, but taxes and other costs lessen the stil! 
substantial coverage for the $3.60 dividend rate. 
PPT ON ns Sogo Sv Sosiciene : 7.82 6.086 108 76 101 5.00 B-2 Trends in motor industry are vital to maintenance of the $6.00 
rate which includes extras. 
Electric Bond & Share.......... 42 363 10%, 4% 9 B-4 Common dividends are out of the question for the present. 
Electric Power & Light............. 1:97 -50b 13%, 614 13 B-3 Over thirty-two millions of arrears on preferred issues stand be- 
tween the common stock and dividends. 
Engineers Public Service........... +75 -75¢ 7 2% 6 B-3 Gross income is rising and back dividends on preferred have been 
paid, but common dividends are not considered imminent. 
Federal Light & Traction........... 2.71 2.55a 1514 6% 14 B-3 Paid $1.00 on common last December and could make a similar 
payment this year, although current liabilities exceeded current 
assets in last balance sheet. 
General Gas & Electric “A"’....... Roe ene 144 ye 1 B-3 Preferred lations and rtaii trend obscure 
outlook for common. 
International Hydro-Electric “A"’. .. 2.02 1.59a Ty, 314 6 B-3 Cash income would not justify dividends on the class A stock. 
International Tel. & Tel............ 1.60 1.70a 10%, 51% 10 B-3 Improving operating results helo company’s current position, but 
dividends are not in the immediate outlook. 
Lecieee 0568 MIG. nso. sis so secces Nil 05a 18 8 15 B-3 Preferred accumulations would prevent dividends on common 
even if recent smal! income gains should be extended. 
Louisville Gas & Electric "A"... .. 1.30 1.69¢ 1814 121% 18 -75 B-3 Better trend of earnings offers hope that 37'4e quarterly rate will 
be maintained. 
National Power & Light........... 1.36 1.276 83, 5 7 -30 B-3 President of comoanv has intimated that lower dividends on com- 
mon would be helpful to current position. 
Niagara Hudson Power............ 84 -72a 9% 514 8 B-2 Industrial power sales have been hit, but can turn quickly, and 
there is hope that a year-end dividend on common may be paid. 
North American.................. 1.95 1.68 243, 13% 23 .60 B-2 Although earnings have declined steadily, the $1.20 dividend is 
not threatened. 
Pacific Gas & Electric............. 2.71 2.68a 293%, 22%, 28 1.50 B.-3 Rising gross revenues offset higher exp almost pletely; 
dividend safe. 
ee 4.10 3.32a 4114, 321, 41 2.25 B-3 Rate cuts affected first quarter revenues, but earnings should con- 
tinue to cover the $3.00 dividend. 
Peoples Gas, Light & Coke........ 3.65 2.99a 3614 2214 35 B-3 A year-end dividend is fairly probable, depending on rate litiga- 
tion and industrial power sales. 
Public Service Corp. of N. J........ 2.67 2.31 3514 25 31 1.65 B-3 The president has predicted total dividends of $2.00 to $2.40 
for the year. 
Southern California Edison......... 2.22 2.01 25 1914 24 1.371% B-3 — $1.50 rate is secure and earnings may allow further modest 
extras. 
Standard Gas & Electric........... Nil Nil a 51% 2 5 B-4 Reorganization plan has been approved. 
oC eR -22 -16 3% 2 3 B-3 Investments to be revalued and surnlus accounts reduced looking 
toward 1 ption of preferred dividen 
NOUN xe 35.56.05 ce siewee cows 25 Nile 5% 25, 5 B-3 Operating revenues have fallen and expenses increased; arrears 
on preferred issues are very large. 
United Gas Improvement........... 1.09 1.06a 1134 83, 11 v5 B-3 Company could continue the $1.00 dividend even if earnings 
‘ were to fall somewhat below that level. 
United Light & Power“"A"....... -46 .33¢ 3354 114 3 B-3 Considering reorganization to clear arrears on preferred. 
Utilities Power & Light “A”’....... Nil Nil 1%, % 1 B-4 Declining business trends have made the problem of reorganiza- 
tion more difficult. SEC has selected this company as first test of 
“death-sentence” clause. 
Western Union. wee 0 Pe 3.18 -77a 3444 16% 32 B-4 Operated at a deficit before bond interest in March quarter, but 
Dividends unlikely. 





business pickup will have quick effect. 




















Notes: a—12 mos. ending March 31st. b—12 mos. ending May 31st. ¢—12 mos. ending Apri! 30th. d—12 mos. ending Feb. 28th. f—Fiseal year ending June 


E—Estimated. 


30th. g—March quarter. 
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Position of Leading Railroad Stocks 
For discussion of the railroad outlook in general, see page 438 
Divi- 
Earned $ per Share Price Range dends 
_“— ~— 8——. Recent Paid Market 
Company 1937 1938(b) High Low Price 1938 Rating COMMENT 
| i ek As, See eee 0.60 d2.00 42 221, 40 Mene D-3 Earnings should respond to rising traffic volume and substantially pl 
lower maintenance outlays. ol 
Atlantic Coast Line...... 2.97 1.25 2734 14 24 None D-3 Near on earnings likely to continue restricted. Financial posi- ul 
tion good. 
eee ees enn eee me bi 
Baltimore & Ohio.... d1.20 d5.50 11 4 10 None D-4 Strained financial position and nearby maturities make road's 
position difficult. W 
Bangor & Aroostook......... 4.61 5.25 36 29 36 1.87 D-3 Earnings stable; finances strong. Dividends likely to total $2.50, W 
Canadian Pacific................. 0.30 d0.20 814 5 7 None D-3 Bumper wheat crop will lift fall revenues substantially. Should pt 
cover fixed charges. of 
oo es ee d13.96 d8.00 13 7 13 None D-4 Working capital restricted. Traffic outlook unpromising over Ww 
near term. 
Chesapeake & Ohio.............. 4.43 3.50 381% 22 34 1.75 D-3 will probably declare another 25-cent dividend this fall. Full 
year's earnings may be better than $2.50 a share. h 
Chicago Gt. Western.............. d6.07 d7.00 1% % Ye None D-4 Will be favored by heavy crop movement. Final reorganization u 
remains indefinite. t] 
Chicago, Mil., St. Paul & Pacific.... d17.19 d20.00 1 Yo 5g None D-4 Reorganization will be drastic. Revenues will shortly be bol- 4) 
stered by wheat movement. ss 
Chicago Northwestern d10.34 d12.00 134 ¥Y, 1%, None D-4 Reorganization does not appear imminent. Traffic outlook Me 
moderately better. c 
Chicago, R. |. & Pacific... . d17.65 d19.00 14 Ly Ye None D-4 Drastic reorganization foreshadowed. b 
Colorado & Southern.............. d0.44 d3.00 83/4 3% 8 None D-4 Later months may show improvement. Finances fair; no early t 
maturities. 
aceon e 
Delaware & Hudson (a)........... d1.94 17% 7h 17 None Operating unit has made effective reductions in costs. Long term {i 
outlook unpromising. 
Del., Lack. & Western............. do.55 d2.00 814 4 8 None D-4 Long range traffic outlook unpromising. Finances fair and road % 
has ample borrowing power. } 
See eee esas Ss d1.97 d7.00 6% 13%, 3% None D-4 Efforts being made to effect a speedy reorganization. 
NOD. cc ccccdesesascnces 4.03 2.00 26%, 1234 25 None D-3 Will benefit by movement of large spring wheat crop. Better € 
steel operations would also help. Finances comfortable. t 
0 ee 0.62 0.75 131% 61, 13 None D-4 Finances fairly comfortable but effective improvement in earnings | 
awaits industrial upturn. : 
Kansas City Southern.............. 0.01 0.15 12% 51% 12 None D-4 Earnings in 1st half ahead of last year, reflecting principally cur- l 
tailment of operating costs. « 
NS SS ee d0.75 d2.25 6% 3 6% None D-4 Finances seriously restricted. Near term traffic outlook unprom- 
ising. 
Louisville & Nashville 6.07 2.50 5614 2972 ae 46 2.50 D-3 Financially strong carrier, with better than average earnings record. 
May pay another dividend this year. 
Missouri-Kansas-Texas d7.78 d10.00 3¥% 1% 3 None D-4 Movement of winter wheat should aid gross and net in subsequent 
months. 
Missouri Posie... cba . d14.93 d19.00 2% + VY, 1 , Meas a D-4  Faither grolonged delay in reorganization likely. ‘Gg 
A 0. ee 0.99 d2.50 21%, 10 21 None D-3 1st half deficit largest in road's history. Better results indicated 
for last six months. Finances fair. 
N. Y., Chic. & St. Louis 1.46 d6.65 221% 7 19 None D-4 Is seeking to extend large current maturity. Better auto outlook 
would aid revenues, 
N. Y., N. H. & Hartford......... d7.09 d10.00 25%, 114 2% None D-4 Higher passenger fares will help, but early reorganization unlikely. 
N. Y., Ont. & Western... d2.88 d4.00 114 VY 1 None D-4 Future of road problematical, owing to permanent loss of large 
portion of anthracite traffic. 
Norfolk & Western........... 22.14 15.50 198 133 169 7.50 D-3 Strongly situated carrier with excellent record. Will probably 
earn and pay $10 a share this year, 
Northern Pacific......... 0.05 d1.00 143, 63, 14 None D-3 Would be favored by large spring wheat crop and any upturn in 
building. Finances strong. 
Pennsyivania............. 2.07 0.90 24% 141, 23 None D-3 Would be aided materially by any upturn in general industrial 
activity. Finances adequate. 
Pere Marquette........... 1.08 d5.00 171% 5% 17 None D-4 ae effective upturn in automobile and general industrial 
activity. 
EME osc ccntacussanes 2.88 0.50 22 103, 17 1.25 D-3 Recent months show some improvement in gross and net. Working 
capital low. May earn fixed charges by small margin. 
Southern Pacific.......... 0.20 d2.75 221 9% 21 None D-3 Near term earnings outlook unimpressive. Has borrowed heavily 
but in no immediate financial difficulties. 
Southern Railway..... . d1.69 d5.75 14, 5% 14 None D-3 —R. F.C. will probably aid road in meeting current maturities. Out- 
look somewhat improved. 
Union Pacific... . 6.15 6.00 8814 5534 73 4.50 D-3 Current earnings being helped by large returns from oi! properties. 
Will probably pay $6. 
Western Maryland.... 0.59 41.25 4% 25/4 4%, None D-4 Recent 7 jaa in steel industry may adversely affect traffic. Fi- 
nances fair. 
{a)—Holding company only. (b)—12 mos. to May 31; final month estimated. (d)—Deficit. 
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Equipment Prospects Vary 


= depression, with the attendant slowing down of ernment. Theoretically, a case can be built up showing 





bstantially plant expansion and renovation has had adverse effects the need for modern railroad equipment, but the fact 
— on the business of most equipment and machinery man- remains that many large systems are in desperate finan- 
meee ufacturers. Some companies in this field, however, have cial straits and they are unwilling to plunge further into 
Er been much harder hit than others. Those, for example, debt for the purpose of buying equipment until the out- 
which entered the present year with a large backlog of look for increased traffic becomes more clearly defined. 

al $2.50, unfilled orders continue to report substantial earning There will be large crop movement this fall and if, fol- 
Should power although, unfortunately, there is little likelihood lowing this spurt, there are real signs of a general im- 


provement in business it may well be that the roads will 
think seriously of achieving the economies which are un- 
questionably possible with new equipment. 


iectinaes of their escaping the effects of the slump as backlogs 


ing over work off. 
So far as dividends are concerned, payments to stock- 































































































all, Full ‘ & : : . 
holders naturally vary with earning power and a partic- Based upon the manner in which farm purchasing 
anization ular company’s financial strength. It will be noticed power has held up better than that of the people as a 
~ that each of the business equipment companies in the whole, the outlook for the agricultural equipment com- 
diene accompanying table has made some distribution this panies appears a reasonably good one. There have of 
ealinds year. While the demand for typewriters, adding ma- course been price cuts in certain lines but the outlook 
chines, calculators and the like has declined sharply, the for earnings is relatively good. 
business equipment industry is very broadly based and The interests of companies in the Machinery and 
10 early the depression probably would have to become consid- Electrical Equipment division of the accompanying table 
erably more severe before there would be many “red” are too diverse to be covered in generalities. However, 
ieee figures in earnings’ statements. This is certainly true it may be noted that foreign business for many companies 
dana so long as foreign sales continue to hold up as they have continues to hold up well, that the automobile industry is 
awe! been doing. in the market for equipment for new models and, finally, 
oe Among the makers of railroad equipment, a number of _ that a booming aircraft industry is by no means a minor 
Better companies have paid nothing at all to their stockholders factor in the prosperity of certain manufacturers of ma- 
: this year, while others have made one or two payments chines. Both earnings and dividends should show up 
ete but are not now distributing anything. This, of course, more favorably in the second half of 1938 and a num- 
oan: is about what one would expect, railroad traffic being ber of attractive investment and speculative oppor- 
ee down sharply and many roads out of the courts only by tunities appear to be among the Machinery and Elec- 
nprom- virtue of their having borrowed heavily from the Gov- trical equipment manufacturers. 
quent _ . , 
poll Position of Leading Equipment Stocks 
Business 
icatedd 
— anes Divs. 7 
itlook Earned Per Share Price Range Decl'd 
1st six months 1938 Recent 1938 Market 
—— Company 1937 1937 1938E High Low Price todate Rating COMMENT 
ated Atheenas - Multigraph. 2.58. —] 1.55 0.80 93% 165% 23 0.70 B-3 Dewitte: lower enntans regular quarterly dividend of 35 cents 
large appears reasonably well assured. 
— Burrcughs Adding Machine - 463 0.90 7 NF iv 20% 141% 20 0.40 B-3 Quarterly payment of 10 cents in Sept. same as previous rate. 
a Int. Business Machines. .. 10.42 8 5.64 : 5.80 - 160% 130 160 4.50* B-3 Regular quarterly dividend of $1.50 seems thoroughly assured. 
m in National Cash Register. . . ra 2.40 4.293 - 0.75 a 25 -s 12% 24 0.75 B-3 — believed sufficient to warrant the continuance of 25-cent 
quarterly. 
strial Remington-Rand...... ane 9.324 ; 1.266 _ NF 15% _ 9%, 15 0.70 B-3 Recent decline in business and profits shows signs of being arrested. 
- ‘Underwood-Elliott-Fisher 7 6.70 3.51 1.26A 63 a1 63 2.00 B-3 Sept. dividend of 50 cents was same as that previously paid. 
strial Near term increase unlikely. 
Mag 
Railroad 
fly. enannanags i —— a ee Tee _ 
ae *Amer. Brake Shoe & Fdry. 4.01 2.29 0.44A 42% 23%, 40 0.50 C-3 Almost covered the regular quarterly of 25 cents in the first half. 
Dut- ‘Amesiean Cor & Foundry. ; Nil c - 0.78d NE 28 125/4 : 96° tens C-3 Near-term outlook obscure owing to lack of railroad buying. 
a hn. i me 4.75 ; 1.11 a NF 24 1234 a4 93 7 None C-3 Large arrears on the preferred to be liquidated befere the common 
ies, can receive anything. 
Fi. American Steel Foundries... 2.88 187 def. a (34% i 15% 29 0.25 c-3 No action taken on dividend normally payable in June. a 
a Baldwin Locomotive...... 0.32 NF NF 1134 5 11 None C-3 Sharp drop in orders reported. 
Gena Americen Trensport. 4.44 2.45 “4.50 — 5014 29 49 «41.12% C-3 Dividend record should continue unbroken. ; == 
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Position of Leading Equipment Stocks [Continued] 





























































































































































































































Divs. 
Earned Per Share Price Range Deci'd 
1st six months _ ,1938 Recent 1938 Market 
Company 1937 1937 1938E High Low rice todate Rating COMMENT 
General Railway Signal...... 1.58 0.75 NF 26% 123%, 22 0.50 Cc-3 No action taken on dvidend normally payable in July. 
Lima Locomotive........... 4.83 NF NF 35% 20% 34 None Cc-3 Dearth of railroad orders obscures outlook. 

Nat'l Mall. & Steel Castings.. 4.02 4.01 def.A 24 13%, 23 None Cc-3 Last dividend was 50 cents paid 12/22/37. 

New York Air Brake. ....... 3.61 3.53 def.A 40 20 39 0.25 C-3 Lack of b forces the def. t of dividends. 

gd Sie eee eae 1.61 2.17 def. 121%, 514 11 None Cc-3 Dividends now accumulating on the class A" stock. 

Pressed Steel Car........... 1.05 1.14 def. 103, 4%, 10 None C-3 Resumption of dividends in the near future hardly likely. 

oS eee 3.17 1.73 NF 36% 215% 34 0.75 c-3 1 C C recently authorized a 5 per cent increase in this company's 

rates and charges. 
*Superheater................ 2.30 1.78 NF 295, 171% 27 0.50 C-3 Safety of dividend will be increased by likely improvement in eam- 
ings power, 

Symington-Gould, W.W....  1.29e 1.06 NF 10% 4% 9 0.25  C-3 _ Last dividend of 25 cents was paid 1/18/38. 

Union Tank Car............ 1.71 0.82 NF 231% 20 22 0.70 C-3 In ao paid quarterly of 30 cents compared with 40 cents previ- 

ously, 

Westinghouse Air Brake..... 2.01 1.23 NF 281 15%, 28 1.00 C-3 Earnings in the first half expected to be sharply lower. 

Agricultural 

SS ee Se de ae 11.373 NF NF } 1001/4, 6214 97 Mane Bes Outlook is for lower earnings for the present fiscal year. 

Deere & Co........ invawses 4.25¢ NF NF 25%, 133%, 22 None B-3 Some distribution before the end of next October likely. 
*international Harvester...... 6.319 NF NF 70 48 65 1.75 B-3 Operations recently reported as having been sharply curtailed. 

Latest moderately reduced dividend should be maintained. 

Minneapolis-Moline Pr. Impl. 1.26¢ NF NF 8 4 7 None B-3 Large arrears on the preferred to be liquidated before the common 

can receive anything. 

Oliver Farm Equipment..... . 6.43 NF NF 32% 191% 29 None B-3 The attainment of a more comfortable working capital position ap- 

pears to rank ahead of common dividends. 
Machinery & Electrical Equipment 
*Allis-Chalmers............. 4.42 2.34 1.50 53%, 3414 51 0.75 B-2 Regular quarterly of 3714 cents should be safe for a while at least. 

Amer. Machine & Foundry.. 1.04 0.58 NF 161% 10 16 0.60 B-3 Payment of 20 cents quarterly appears to be reasonably assured. 

Babcock & Wilcox.......... 8.06 2.21 def. 3014 19 28 0.25 B-2 No action taken on dividend normally payable this month. 
*Black & Decker............ 2.82h 1.16) 0.415 201%, 9%, 20 None B-2 Profits will have to pick up substantially to warrant the resumption 

of common dividends. 

OG 2) AS eer 1.93 0.73 NF 11%, 4% 11 None B-3 Dividends on the preferreds deferred last month. 

0 OOS eee 1.20 0.31 NF 1234 5% 6 None B-2 Sales and profits this year likely to be materially lower than last. 
0 ES eee 3.19 1.69 NF 225 13%, 21 0.25 B-2 No action taken on dividend normally payable in J une. 
*Caterpillar Tractor........... 5.24 3.27 0.45A 563% 2956 54 1.00 B-2 Recently put into effect sharply lower prices which may impair 

profit margins. 

Chicago Pneumatic Tool..... 2.26 1.50 NF 16% 6% 16 None B-2 ane ae after preferred dividend requi ts likely in the 

alf. 

Cutler-Hammer............. 1.93 1.51 def.A 28 13% 27 None C-3 No action was taken on the dividend normally payable in March. 

Electric Storage Battery...... 2.32 NF NF 31% 21%, 30 1.00 Cc-3 Regular quarterly of 50 cents probably not wholly safe without 

material improvement in the company's business. 
*Ex-Cell-O Corp............ 1.69 0.73 0.40A 153% 8 14 0.30 B-2 July quarterly was 10 cents against 20 cents paid previous! y. 
Prospects considered good. 

Fairbanks Morse............ 3.45 1.59 NF 37 1914 35 0.25 B-2 Because of the decline in business no action was taken on the 

dividend normally payable in June. 

Food Machinery........... 4.10h 1.78} 0.79} 33% 18 31 0.50 B-2 Despite the decline in earnings company may be able to maintain 

dividends at the rate of $1 annually. 

Foster Wheeler............. def. 0.03 NF 203%, 11 19 None B-3 Anears on the preferred to be liquidated before the common 

can receive anything. 

General Electric............ 2.21 0.91 0.46A 4514 27, 42 0.50 Cc-3 Dividend paid in July was 20 cents compared with 30 cents three 

months previously. 

Ingersoll Rand............. 9.83 NF NF 911% 60 91 2.50 B-2 Has experi da iderable decline in business and profits, 

but fal! improvement likely. 

OO” Ree 4.47 2.41 NF 48 29 47 1.00 B-2 Profits are lower, but quarterly dividends of 25 cents may be 

maintained. 

Mesta Machine............ 4.67 NF NF 44 2634, 44 2.50 B-2 July dividend was 50 cents against $1 three months previously. 

Substantial business in sight. 

Monarch Machine Tool. ... . 2.90 1.22 105A 16%, 121g 16 0.70 B-2 Profits held up exceptionally well in the first half of this year. 

5.31g 3.13k 2.38k 48 37% 48 1.50 B-3 Company has been helped by the relatively well-sustained pros- 
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perity in farming areas. 
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Position of Leading Equipment Stocks [Continued] 




































































Divs. 
Earned Per Share Price Range Decl’d 
1st six months 19 Recent 1936 Market 
Company 1937 1937 1938E High Low Price todate Rating COMMENT 
*National Acme............ 2.85 1.39 NF 1312 8g 13 None B-2 Near-term dividend outlook appears somewhat ———— 
‘National Supply............ 5.10 3.64 NF 23 141% 21 None B-3 Outlook favors the maint of moderat 
xNiles-Bement-Pond......... 7.46 4.751 NF 3814 24% 38 1.00 B-2 Dividend of 50 cents quarterly should be well within the company’s 
present—end lower—earning power. 
0S eee 209 1.55 0.40 28 12% 28 0.30 c-3 Sa les and profits are estimated sharply lower for the first half year. 
United Engr. & Foundry..... 4.86 2.61 NF 36%, 21% 35 1.00 B-2 company entered the present year with a good backlog of un- 
2 ‘i =: illed orders. 
Van Norman Machine Tool.. 3. 88 1.59m  2.08m 22% 11 22 0.80 B-2 Earnings are holding up excep lly well. 
en eae 1.03 ___ 0.78 NF 9% 4% 9 None B-3 Operations were in the ‘“‘red"’ for the first quarter. 
Wayne Pump. . 5.65n  _—:2.58p 1.81p 30% 17 __ 30 1.50 B-3 E arnings still covering quarterly dividend of 50 cents by fair margin. 
“Westinghouse Elec. - Mis... “gs 4.25 1.75 109% 61%, 102 1.50 C-3 May dividend cut to 50 cents pared with $1 previously. Re- 
a duction reflects lower 
Weston Electric Instrument... 2.10 1.26 NF 17% 91% 16 None C-3 Profits down sharply in the first quarter. Prospects favor improve- 
ment. 
Worthington Pump & Mchy.. 3.67 NF NF 22%, 11% 21 None B-2 Recapitalization plan opens way to common dividends as soon as 


earnings warrant. 








E—Estimated. NF—Figures not available, or no estimate possible. 
9/30/37. c—Year to 4/30/38. d—Six months to 10/31/37. 
ji—Six months to 3/31. k—Six months to 4/30. [—Seven months to 7/31/37. 
*—In our opinion, the more attractive profit opportunities. 


A—Actual earnings. 
e—Year to 1/31/38. 
m—24 weeks to 6/18. 


*—Plus extra in stock. a—Year to 3/31/38. b—Six months to 
f—Six months to 7/31/37. g—Year to 10/31/37. —Year to 9/30/37. 
n—Year to 11/30/37. p-—Six months to 5/31. 





Opportunities i 


WILLIAMS 


BY J.S. 


\\ irH the recent sharp recovery in common stock 


prices, convertible bonds and preferred stocks are at- 
tracting increasing investment interest. During the 


period of declining security values, from last August to 
late June, the more or less substantial price premium 
commanded by convertible issues practically disappeared 
as the effectiveness of their convertible privilege became 
less and less imminent. For some months convertible 
issues have been selling “on their own,” quoted prices 
representing oe a measure of their relative invest- 
ment quality and “ex” the conversion feature. 

The ideal time * ae in convertible issues is when 
the convertible privilege is not the predominant factor 
in setting their market price. When the value of the 
convertible feature becomes the sole effective factor in 
governing the price of the convertible bond or preferred 


stock, the wisdom of purchasing convertible securities 
is at least debatable. In 1936 and early 1937, with the 


rise in common stock prices, many convertible issues 


m Convertibles 


soared in value to such heights that their current income 
yield was reduced to negligible proportions and holders, 
for all practical purposes, were assuming the same 
market risks as the common stockholder although pos- 
sessing a senior security. 

In favor of convertible issues as investment mediums, 
it may be said that while theoretically there is no limit 
to the extent to which their value may be enhanced by 
the convertible feature, also theoretically they may 
be expected to offer greater resistance to a market de- 
cline by reason of their senior capital position. 

Convertible securities have participated in the recent 
market upturn. There is, however, a fairly representa- 
tive group of convertible bonds and preferred stocks 
obtainable at levels more or less under their previous 
highs and which combine a fair measure of investment 
quality with rather promising possibilities for further 
price recovery. Below is listed such a group, well quali- 
fied for favorable consideration at this time. 





Attractive Convertible Issues 


PREFERRED STOCKS 
































































































































~ Reeent —— 1937 — 
Issue Price Hig Low Convertible Privilege (a) 
oe area eae 111 115 8852 Into common stock at $50 to 6/15/42. Recent price of common, 35. 1937 High, 56%. 
Food Machinery 414%............-... 102 98 80 Into 1 2/3 shares common to 7/1/39, Recent price of ,31, 1937 High, 58. saa ae 
Tide Water Assoc. Oil 412%.......... 98 98% 72 Into common at $27.50 to 7/1/39. Recent price of common, 15. 1937 High, 2154. 
Radio Corp. 314%... ee: 58 80 44, Into 5 shares common to 7/1/41. Recent price of common, 7. 1937 High, 1234. rete 
‘Twentieth-Century-Fox $1. 50 ose .__:33 50 25 Into 114 sharescommon. Recent price of , 24. 1937 High, 40%. 
‘National Supply 514%...... nia wile 79 801/g 63% Into 21 shares to 10/1/39. Recent price of common, 22. 1937 High, 2614. 
‘American Chain & Cable. ..... isla ee 150 86 Into 41% shares common to 9/15/39. Recent price of common, 20. 1937 High, 3334. 
Holland Furnace........... San % ma 124 ___108 Into 2 shares to 3/31/39. Recent price of common, 42. 1937 High, 5234. a 
BONDS 
Allis-Chalmers 4’s,1952............... 110 105% ~— ~—- 96 ~—_Into common at $75 to 9/1/39. Recent price of common, 52. 1937 High, 351A. 
Bethlehem Steel 3%s,1952............ 95-103 78% Into at $110 to 10/1/42. Recent price of common, 61. 1937 High, 1051. 
Consolidated Oil 314's,1951.......... 104 107%, 92%, Into at $25 to 6/1/41. Recent price of 111, 1937 High, 17%. 
Phelps Dodge 31's, 1952. . . 119% 977g Into common at $50 to 6/15/52. Recent price of common 34. 1937 High, 597%. om 
Republic Steel 51's, 1954. 130% 9932 Into common at $38.04 to 11/1/54. Recent price of common, 20. 1937 High, 4714. a 














(a)—Dates indicate earliest change in terms of convertible privilege. 
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Market Recoveries Compared 


Relative Speed of Key Groups 


Examined for Current Implications 


BY FREDERICK K. DODGE 


: recent recovery in the market has run surpris- 
ingly true to the form exhibited in similar movements 
of the past. Generally speaking, the most depressed 
groups, the most thoroughly sold out, have had the 
greatest rebounds, and where this has not been true 
there have been more or less sufficient reasons for the 
failure to perform as would normally be expected. The 
charts on these pages compare the recoveries of 1932, 
1933 and 1938 on the basis of percentage advance from 
the low points reached on certain dates. Ten of the 
more important groups included among those making 
up THe MaGazine or WALL Street’s 330 stock Index 
are shown, as well as the Index itself. 

The purpose of this comparison is not to prove that 
recoveries are grooved or standardized. An impulse to 
buy stocks may be tinged with fears of inflation, but 
the result of an improving stock market may be a busi- 
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MW.S. COMBINED AVERAGE 
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ness recovery which appears looking back to have been 
the cause of the rising market, and which removes or 
postpones the danger of inflation. The details of an 
upward move are inevitably conditioned by those of 
the fall which preceded it, and in turn of the rise before 
that. Factors in any given industry, as well as those 
affecting the whole market, must be expected to change 
continually, making it futile to attempt to lay down 
a pattern for the present based upon the past. 

Nevertheless, there is more than a theoretical ad- 
vantage to be gained from a study of what went on 
inside the market in former recoveries. With groups 
chosen as these are for their representation of the three 
broad classes of industrv—consumers’ goods, consumers” 
capital goods, and durable goods—it is possible to 
evaluate more clearly the whole movement and_per- 
haps to find its direction. Devartment Stores, for in- 
stance, had the largest percentage gains among the 
groups studied in the June, 1938, rally. This appears 
to confirm the widely held view that the present busi- 
ness pickup is resulting from Government money poured 
into consumers’ hands, with doubt as to its efficacy in 
stimulating the durable goods industries. Yet a glance 
at the charts shows that the same group was near the 
front of the 1932 and 1933 rebounds, and May Depart- 
ment Stores, as an example, far outdid the market in 
the 1921-22 recovery. Knowing the sequence of those 
former moves, a hasty and possibly erroneous inter- 
pretation of the present one is less likely. 

The coppers were the leaders in the inflation-minded 
move of 1933. They have proven even more volatile in 
the recent rally, when compared for percentage gains 
with the general market. Back in 1921-22 and_ in 
1926 the leading coppers gave rather dull performances, 
although it must be admitted that they had not been 
so thoroughly sold as in the last few years. On the 
other hand, such a “hedge” group as the oils have 
failed to equal the market as a whole in their gains 
during any of the periods shown here, and Standard of 
New Jersey staged a bear market of its own during 
the 1926 upturn. The probable explanation is that 
liquidation in these issues is rarely as thoroughgoing 
as in the coppers. 

The utilities equalled the general averages in 1982, 
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despite the fact that they had held up stubbornly against 
the bear market. Under the circumstances, their action 
in the rally was completely satisfying. In 1933 their 
gains were relatively less adequate, perhaps as a warn- 
ing of what was in store for them, and in 1938 they 
were left definitely. behind, at least in the first stages. 
Agricultural implements have normally been sensitive 
to an upturn, but their action in 1938 has been mediocre, 
possibly because of the Government inquiry into the 
industry. Rails have frequently been slow to gather 
momentum, yet have generally been found among the 
leaders in the final results of a rally. 

If the June advance of this year can be considered the 
initial movement of a broader and longer recovery, the 
division of the previous upturns into months should be 


found a useful measuring device. Individual groups 
varied considerably in their timing both in 1932 and 
1933. Farm Implements was the outstanding group in 
this respect in 1932, Coppers in 1933. Presumably 
because of their large gains in 1932, the Farm Implement 
group registered the smallest initial advance in 1933. 
When the three recent recoveries are compared with 
older ones, it is noticeable that the market has grown 
into a more definite unit, with less divergence between 
groups and more attention to general economic trends. 
It is still true, however, that judicious switching as a 
recovery progresses can greatly improve long-term re- 
sults. An eye to group movements, moreover, can fre- 
quently detect the signs of failing momentum in key 
spots which may indicate a turn in the whole market. 
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FIRST PERCENTAGE =JULY 9 TO AUG 6 SECOND PERCENTAGE= AUG 6 TO SEPT 10. FINAL PERCENTAGE = TOTAL 


PERCENTAGE OF MONTHLY ADVANCE 
55% 


| FIRST PERCENTAGE = APRIL I TO APRIL 29. SECOND PERCENTAGE APRIL 29 TO JUNE 3. THIRD PERCENTAGE = 
JUNE 3 TO JULY! FINAL PERCENTAGE = TOTAL 


1932 — JULY 9 SEPTEMBER 10 


242% 


252% 


124% Zu 


re eee 


141% 227% 


1933 — APRIL 1 TO JULY 1 


207 % 


32% 120 % 














JULY 30, 1938 





455 





sic acd? 








Market Recoveries Compared 


Relative Speed of Key Groups 


Examined for Current Implications 


BY FREDERICK K. DODGE 


i recent recovery in the market has run surpris- 
ingly true to the form exhibited in similar movements 
of the past. Generally speaking, the most depressed 
groups, the most thoroughly sold out, have had the 
greatest rebounds, and where this has not been true 
there have been more or less sufficient reasons for the 
failure to perform as would normally be expected. The 
charts on these pages compare the recoveries of 1932, 
1933 and 1938 on the basis of percentage advance from 
the low points reached on certain dates. Ten of the 
more important groups included among those making 
up Tue Macazine or Watt Street's 330 stock Index 
are shown, as well as the Index itself. 

The purpose of this comparison is not to prove that 
recoveries are grooved or standardized. An impulse to 
buy stocks may be tinged with fears of inflation, but 
the result of an improving stock market may be a busi- 
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ness recovery which appears looking back to have been 
the cause of the rising market, and which removes or 
postpones the danger of inflation. The details of an 
upward move are inevitably conditioned by those of 
the fall which preceded it, and in turn of the rise before 
that. Factors in any given industry, as well as those 
affecting the whole market, must be expected to change 
continually, making it futile to attempt to lay down 
a pattern for the present based upon the past. 

Nevertheless, there is more than a theoretical ad-~ 
vantage to be gained from a study of what went on 
inside the market in former recoveries. With groups 
chosen as these are for their representation of the three 
broad classes of industry—consumers’ goods, consumers” 
capital goods, and durable goods—it is possible to 
evaluate more clearly the whole movement and _per- 
haps to find its direction. Department Stores, for in-~ 
stance, had the largest percentage gains among the 
groups studied in the June, 1938, rally. This appears 
to confirm the widely held view that the present busi- 
ness pickup is resulting from Government money poured 
into consumers’ hands, with doubt as to its efficacy in 
stimulating the durable goods industries. Yet a glance. 
at the charts shows that the same group was near the 
front of the 1932 and 1933 rebounds, and May Depart- 
ment Stores, as an example, far outdid the market in 
the 1921-22 recovery. Knowing the sequence of those 
former moves, a hasty and possibly erroneous inter- 
pretation of the present one is less likely. 

The coppers were the leaders in the inflation-minded 
move of 1933. They have proven even more volatile in 
the recent rally, when compared for percentage gains 
with the general market. Back in 1921-22 and _ in 
1926 the leading coppers gave rather dull performances, 
although it must be admitted that they had not been 
so thoroughly sold as in the last few years. On the 
other hand, such a “hedge” group as the oils have 
failed to equal the market as a whole in their gains 
during any of the periods shown here, and Standard of 
New Jersey staged a bear market of its own during 
the 1926 upturn. The probable explanation is that 
liquidation in these issues is rarely as thoroughgoing 
as in the coppers. 

The utilities equalled the general averages in 1932, 
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despite the fact that they had held up stubbornly against 
the bear market. Under the circumstances, their action 
in the rally was completely satisfying. In 1933 their 
gains were relatively less adequate, perhaps as a warn- 
ing of what was in store for them, and in 1938 they 
were left definitely. behind, at least in the first stages. 
Agricultural implements have normally been sensitive 
to an upturn, but their action in 1938 has been mediocre, 
possibly because of the Government inquiry into the 
industry. Rails have frequently been slow to gather 
momentum, yet have generally been found among the 
leaders in the final results of a rally. 

If the June advance of this vear can be considered the 
initial movement of a broader and longer recovery, the 
division of the previous upturns into months should be 


found a useful measuring device. Individual 
varied considerably in their timing both in 1932 and 
1933. Farm Implements was the outstanding group in 
this respect in 1932, Coppers in 1933. Presumably 
because of their large gains in 1932, the Farm Implement 
group registered the smallest initial advance in 1933. 
When the three recent recoveries are compared with 
older ones, it is noticeable that the market has grown 
into a more definite unit, with less divergence between 
groups and more attention to general economic trends. 
It is still true, however, that judicious switching as a 
recovery progresses can greatly improve long-term re- 
sults. An eye to group movements, moreover, can fre- 
quently detect the signs of failing momentum in key 
spots which may indicate a turn in the whole market. 


groups 
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Profits Ahead for Rubbers 


Sustained Replacement Demand for Tires Favors 


Four Big Companies—Higher Crude Prices 


Improve Inventory Position 


BY D. M. CROSS 


Rew prosperity for the rubber companies is a matter 
of things being just right and because things are as 
seldom “just right” for companies as for men, they 
have more frequently brought disappointment than 
surprised gratification to their stockholders. Last year 
rubber manufacturers made money on a fine volume 
of sales but, when stockholders went to look for the 
profits, a material part was found to have disappeared 
in huge write-downs of high-priced inventories. Good- 
year Tire & Rubber, for example, reported earnings of 
$7,300,000 for 1937, but it might have been more than 
double had there been no inventory write-down of 
$10,360,000. So with the others: Goodrich reported an 
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actual loss of nearly a million dollars for last year, but 
inventory write-downs totaled $5,600,000; U. S. Rubber 
wrote off $3,600,000 although $2,000,000 came from 
reserves set up previously; at the end of its fiscal year 
last October Firestone also made substantial inventory 
adjustments but the actual amount was not disclosed. 
There is now, however, a chance of things being “just 
right” before long. 

During the first part of the present year there was a 
further decline in the price of rubber; also in the price 
of cotton and other raw materials used by the rubber 
manufacturing industry. It seemed for a time that 
there would have to be additional write-downs of in- 
ventory values and as these would have come on top of a 
drastic decline in sales’ volume, which had already seri- 
ously impaired earning power, mid-year reports from 
the rubber industry would have made anything but 
cheerful reading. 

Fortunately, within recent weeks the situation has 
taken a sudden and almost remarkable change for the 
better. It may be disputed that higher prices for crude 
rubber are “for the better” in the long run, but cer- 
tainly such a rise as the rubber market has experienced 
eliminates the necessity of inventory write-downs and 
it certainly helps the rubber manufacturers which are 
also producers of crude. Furthermore, there can be no 
argument about the beneficial effects of the increase in 
sales which has taken place. 

At the end of last year crude rubber was selling for 
about 1444 cents a pound. By April it had sagged a 
good 4 cents to establish a low under 1014 cents a pound. 
The International Rubber Regulation Committee coun- 
tered by cutting the export quota from 90 per cent of 
the basic quota (which was the figure prevailing for the 
last quarter of 1937) to 70 per cent of the basic quota. 
For the second quarter of this year there was a further 
reduction to 60 per cent, while it was announced the 
other day that exports in the third quarter would be 
restricted to 45 per cent of basic quotas. The natural 
result of these steps was sharply higher prices for crude 

rubber. The closing June 30 was 1434 cents a pound, or 
fractionally higher than six months previously. 
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With the exception of Goodrich, all the big 
manufacturers of rubber have their own 
sources of crude. Production of crude is most 
important in the case of United States Rub- 
ber, whose plantations are capable of an out- 
put well in excess of 20 per cent of the com- 
pany’s own requirements. Goodyear is 
estimated to possess a productive capacity 
of less than 10 per cent of its own require- 
ments. It is to be remembered, however, 
that while the important American growers 
of rubber are helped by the higher prices 
which now prevail, their plantations in the 
East Indies are restricted as to exports under 
the international scheme. Thus, although 
they may be obtaining more for their rubber, 
they are shipping less of it. 

While it is important, as has been seen, 
that the rubber companies do not have to 
operate under the handicap of declining 
prices for crude rubber and other raw ma- 
terials, their well-being is equally dependent 
upon a sustained volume of sales. The mar- 
ket divides naturally into two parts: (1) 
tires; (2) all other rubber products. So far 
this year the demand in both divisions has 
been sharply lower compared with the cor- 
responding period of last year, but matters 
possibly have not been as poor as many think 
and there are, moreover, valid grounds for 
taking a reasonably hopeful attitude towards 
the future. 

The Rubber Manufacturers Association 
reports that tire shipments in the first five 
months of the present year totaled about 14,300,000 
units, compared with 25,600,000 in the first five 
months of 1937. This is unquestionably a severe de- 
cline although it is to be remembered that shipments 
in the early part of last year were exceptionally heavy 
for there was a general fear of labor trouble and that 
prices were headed upwards. Then, too, it is necessary 
to break down the 14,300,000 units shipped in the first 
five months of 1938 into original equipment sales and 
replacement sales to see the situation in correct 
perspective. 

Factory sales of automobiles and trucks in the first 
five months of 1938 amounted to some 1,120,000 units, 
against 2,920,000 in the corresponding previous period. 
Allowing five tires to a vehicle, it means that original 
equipment sales were 5,600,000 and 14,600,000 respec- 
tively. In order to arrive at an estimate of tire replace- 
ment sales it is necessary to make allowance for exports 
and for changes in tire inventory. Between January 
and May this year, tire inventories fell some 1.000.000 
casings while inventory was rising about 1,200,000 cas- 
ings between January and May, 1937. 

Exports in the first five months of this year were some 
360,000 casings, against 430,000 in the corresponding 
period of 1937. Hence replacement sales in the first five 


months of the present year were between 9,300,000 and . 


9,400,000 tires, or but very slightly below replacements 
in the corresponding previous period. 

Replacements for the full year 1937 are estimated to 
have been just under 30,000,000 and figures issued so 
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Courtesy Goodyear Rubber Co. 
Starting to build a tire, the rubber-impregnated fabric is put on ply by ply. 





far confirm the probability that this year’s total will be 
about the same. Nor is this unreasonable even when 
allowance is made for the effects of depression. There 
are more cars than ever on the roads today and 
the statistics on gasoline consumption indicate that 
while the American public may not be in a position to 
buy as many new cars as it bought last year it can 
at least run the ones it already possesses. As for 
tire prices, wholesale quotations have shown so far 
no disposition to be infected by the weakness in retail 
markets. 

Before passing from the subject of tires, note might 
be made that the original equipment sales are now being 
seen in the worst possible light and that there is at 
least a possibility that they will make a better showing 
later on. Not much more, of course, can be expected of 
1938-models, although the model year which is virtually 
over is closing better than the predictions of two or 
three months ago would indicate. However, automobile 
companies will be introducing shortly 1939-models and 
they may well be materially lower in price. If they are 
and provided the present signs of business improvement 
do not peter out there might well be a surprisingly 
good fall season. 

The prospects for mechanical rubber goods depends 
largely on the course of general business. For May the 
Department of Labor’s index of employment in rubber 
boots and shoes was 52.4, compared with 53.9 in April 
and with 76.3 for May, 1937. The decline in payrolls 
was even more drastic. More (Please turn to page 478) 
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Shorts Under the Spotlight 


When the public interest in short- 
selling was at its height six to eight 
years ago, the Stock Exchange col- 
lected daily and weekly data on the 
subject and published some of the 
figures. Since then, the matter had 
fallen into the background and 
monthly figures on total short po- 


sition had been considered sufficient. 
Beginning June 30th last, however, 
figures on individual issues are be- 
ing made public—only monthly. it 
is true, but a step in the right di- 
rection. 

The accompanying table shows 
the bear position in certain of the 
leaders at mid-year compared with 
that of a month earlier. The gen- 





Short Interest in Representative Issues 


Allis-Chalmers. . . 
American & Foreign Power...... ; 
American Smelting 


Atchison... . 


Bethlehem Steel 


Deere & Co. 
eee 
Electric Power & Light 
General Electric 


Goodyear Tire 
International Harvester 
international Nickel! . 
Int my I Tel ph 
Johns-Manville....... 
Kennecott Copper...... 





ee : 
Radio Corp. of America......... 
Republic Steel. . 

Sears, Roebuck & Co 
Southern Pacific... . oe 
Standard Oil Co. (N. J.) 
Texas Corp.......... 
Union Carbide 

United Aircraft........ 
U.S. Rebber......... 
U.S. Stes!........ 
Western Union. .... 
Westinghouse Electric 
Youngstown Sheet 


SN 
Ee login On pak tesa becreymew awe 
Baltimore & Ohio.............. ee Wee ucticee bees 
i ois bein son ccaciaonscn 
yh ea a ae 


Ee 
Montgomery Ward............. A Ln: 


Total Short Total Short 


Interest Interest Shares 
June 30 May 31 Listed 

cate 7,633 11,979 1,787,970 
— 13,849 22,935 2,040,838 
as 6,769 10,294 2,191,669 
sae 11,643 22,105 18,686,794 
bas 27,246 30,263 8,919,086 
ce 7,416 5,995 2,427,595 
Sis 17,385 20,550 2,563,020 
oe 34,866 36,036 3,194,314 
cate 30,082 29,974 7,657,758 
as 99,290 102,051 4,484,375 
cs 10,355 7,160 3,007,908 
nae 28,101 43,643 11,065,708 
‘ae 14,387 18,455 3,422,289 
she 27,223 46,182 28,345,936 
Ao 41,057 68,987 43,500,000 
noe 2,659 5,198 2,061,349 
ee 9,443 12,805 4,409,185 
cae 11,525 28,658 14,584,025 
on 7,721 8,118 5,120,698 
sae 4,555 7,415 850,000 
Pee 13,495 17,573 10,821,653 
ae 21,568 14,994 5,217,147 
cae 8,037 4,200 6,447,571 
cae 1,619 18,106 13,853,570 
imi 16,912 10,595 5,833,670 
“ee 10,781 14,601 5,565,791 
are 3,026 5,346 3,772,763 
see 4,530 6,916 26,224,767 
ou 2,700 8,380 11,386,253 
rae 17,032 21,248 9,226,937 
oss 14,150 12,053 2,531,604 
Pe 34,776 30,092 1,567,261 
Sos 69,300 88,548 8,703,252 
eS 3,545 7,163 1,045,592 
tak 30,990 40,832 2,592,155 
9,596 7,885 1,675,008 





For Profit and Income 


eral impression received from look- 
ing over the figures is one of sur- 
prise to find outstanding short com- 
mitments so modest in comparison 
with the total capitalization of the 
companies involved. Most of the 
positions were smaller, of course, at 
the end of June than a month ear- 
lier, but neither set of figures is 
particularly large. 

Chrysler and U. S. Steel are evi- 
dently the favorite targets, with 
U. S. Rubber and Westinghouse 
among the first few in the ratio of 
short interest to total shares out- 
standing. Shorts in a number of 
issues such as Atchison, Chesapeake 
& Ohio, Deere, Montgomery Ward 
and New York Central were not 
easily frightened by the June rally, 
extending their positions during the 
month. 

Examining the two largest short 
positions in detail, it is found that 
Chrysler’s short interest at the end 
of January was 63,634 shares, at 
the end of February 56,395, March 
44,541, April 81,084, and May and 
June as shown in the table. The 
short interest in Steel at the end 
of January was 75,889 shares, Feb- 
ruary 50,936, March 54,972, and 
April 87,748. The shorts were will- 
ing to cover on the bear market to 
the end of March, but fought the 
market from that point on, particu- 
larly in Chrysler. The Steel shorts 
were covering on balance in May 
when short selling was still under 
way in Chrysler, but the selling in 
Steel was much heavier during June. 
Both sets of bears were right up to 
a certain point, but stayed with 
their positions too long, as far as 
can be judged at present. 
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Earnings Better Than 
Expected 


During the first quarter 
of the present year when 
the seriousness of the de- 
pression became generally 
realized, it was being free- 
ly predicted that the 
depths to which business 
would fall during the sum- 
mer would be truly ap- 
palling. Yet, the first hun- 
dred or so companies to 
report for the second quar- 
ter actually show earnings 
slightly ahead of the first. 
Moreover, if the present 
business trend continues 
there is no doubt but that 
the third quarter will be 
substantially better than 
the second. The business 
level is still low, of course, 
but there are many signs 
that we are to escape a 
summer let-down this year 
—among them the stead- 
ily increasing rate of steel 
operations, the surprising- 
ly strong manner in which 





Developments in Companies Recently Discussed 


Owens-Illinois ... Declared the other day a 
dividend of 50 cents a share on the com- 
mon, against 25 cents for the previous 
quarter. The implication is higher earning 
power, for the company's dividend policy 
is on record as making payments closely 


approximating earnings. 


Sears, Roebuck ... Prices in the new Fall 


and Winter catalog will average about 
9 per cent lower than a year ago. The 
greatest reductions have been made in 
cotton piece goods and in rayon goods 
and dresses. Hardware, floor coverings 
and furniture show less than average 


declines. 


Willys-Overland . . . Announces price reduc- 


tions in its cars up to $26 a car. The 
standard coupe was cut the maximum to 
$499 delivered at Toledo, while the deluxe 
4-door sedan was reduced $10 to $614. 
This is the first announcement of lower 
automobile prices, but if only because the 
price of steel has been cut so drastically, 
it will be surprising, indeed, if other motor 


Yellow Truck & Coach. . 


Marlin-Rockwell. 





the automobile industry is 
closing the 1938-model 
year, the better appear- 
ance of indexes of carload- 
ings and the fact that elec- 


Eastman Kodak . 
entirely new line of cameras, the most 


manufacturers do not follow suit. 


. . Has just announced an 


interesting of which assures automatic ex- 


posure accuracy by means of a built-in 
photo-electric cell. The manner in which 
cameras and film have continued in de- 
mand accounts for the fact that Kodak 
has suffered relatively lightly from the 


depression. 


Monsanto Chemical . . . This company, jointly 


with Shawinigan Chemicals of Canada, has 
just completed the first plant of its kind 
in the United States for the production of 
vinyl acetate resin. Sheets of this material 


will be used in a new type safety glass. 


. Has received 
orders for 125 diesel coaches. The new 
vehicles will be fitted with the "hydraulic 
torque converter," the use of which per- 
mits the elimination of the clutch pedal 
and the need for shifting gears manually. 


Rather than agree to al- 
low the SEC to make public certain 
information which was regarded as con- 
fidential, this company has withdrawn its 
stock from registration on the New York 
Stock Exchange. The managements of a 
number of corporations have taken the 
same attitude, but on the SEC's denial of 
their petition for secrecy almost all have 


given in. 





tric power production is 
now making a better com- 
parison with last year. 


Changes in Lehman Corp. 
Portfolio 


Because of the enviable reputa- 
tion which it enjoys among invest- 
nent trusts, changes in the port- 
folio of the Lehman Corp. are al- 
ways interesting. During the sec- 
ond quarter of the present year the 
company was a buyer of common 
stocks on balance. Farm equipment 
stocks were bought heavily and the 
portfolio between March 31 and 
April 30 added 7,300 shares of 
Deere in addition to the stock of 
other companies. The trust sought 


additional representation in the 
automobile industry by buying 


5.000 shares of General Motors and 
large blocks of Goodyear Tire and 
U. S. Rubber. Evidently expecting 
an improvement in building, Leh- 
man added to its holdings of Amer- 
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ican Radiator, Johns-Manville and 
Otis Elevator. Somewhat surpris- 
ingly perhaps to those who feel that 
the greatest profit opportunities lie 
in heavy goods at this stage of the 
recovery cycle, the company bought 
also much stock in Corn Products 
Refining, General Foods and other 
makers of consumers goods. Over 
the second quarter of the present 
year Lehman Corp. decreased _ its 
holdings of chemicals, electrical 
equipments and railroads. 





A High Yield Reasonably Assured 


Benefiting from widening profit 
margins brought about by the de- 
cline in wheat and other raw ma- 
terials, the Continental Baking 
Corp., has just reported a net profit 
for the 26 weeks ended June 25 of 
2,077,514, which compares with a 
net profit of $1,472,484 for the 
corresponding previous period. Al- 


lotted to the 400,900 shares of 8 
per cent cumulative preferred stock 
these two figures are equivalent to 
$5.18 and $3.67 a share, respectively. 
So far this year $4 in dividends 
has been paid on this preferred, 
the last quarterly of $2 being 
distributed July 1. Giving effect 
to this payment arrears accumu- 
lated on the preferred total $11.50 
a share. 

Continental Baking is primarily 
a baker of bread and because it sells 
1elatively little cake or similar 
luxuries and semi-luxuries it has 
been less effected by the depression 
than some of the other so-called 
baking companies. One must recog- 
nize, too, Continental’s improved 
trade position. Although the 8 per 
cent preferred stock, selling today 
around par, can hardly be consid- 
ered an investment, it is an issue 
which affords a high and reasonably 
assured return on the capital in- 
volved in its purchase. 
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Seven 


Stocks 


with Leadership Potentialities 


Selected by THE MAGAZINE OF WALL STREET STAFF 


General Cable Corp. 


1937 1938 
High Low High Low Recent Price 
322 6 13% 5% 13 


Activities of General Cable Corp. embrace the manu- 
facture of practically every type of copper wire and 
cable, ranging from the finest enamel instrument wire 
to the heaviest aerial and underground cables. The 
company, in addition, manuiactures copper rods and 
tubings and a line of insulated aluminum wires and 
cables. Reflecting curtailed public utility expendi- 
tures and the severe slump in building and construction 
activity, the effects of which were further aggravated 
by the precipitous decline in metal prices resulting in 
large inventory losses, General Cable had deficits aggre- 
gating more than $14,000,000 for the period 1930 to 
1934 inclusive. Not until 1935 were operations restored 
to a profitable basis, in which year net was equal to 
$2.72 a share on the 7 per cent preferred stock. Pre- 
ferred dividends were earned in full in 1936, with a 
margin equal to $1.64 per share on the Class A stock. 
Last year earnings up to the final quarter were sub- 
stantially ahead of the corresponding months of 1936, 
but the sharp falling off in general industrial activity 
plus the need to absorb substantial inventory adjust- 
ments in the last three months, cut net profits to 
$1,232,937. The latter was equal to 51 cents a share 
on the Class A stock. 

Capitalization of General Cable consists of 150,000 
shares of 7 per cent preferred stock ($100 par) , 359,003 
shares of Class A stock and 567,230 shares of common 
stock. Total funded debt outstanding at the end of 
1937 amounted to $10,435,000. As of December 31, last, 
current assets, including over $2,000,000 cash, amounted 
to $14,205,600, while current liabilities were $6,468,509. 
As of May 1, 1938, accumulated unpaid dividends on 
the preferred shares totaled 36.75 each. 

Operations in the first quarter of the current year, 
under the weight of restrictive influences present during 
that period, resulted in a loss of $66,147, as compared 
with a profit of $887,652 in the same period of 1937. 
Second-quarter results are unlikely to be appreciably 
better and such improvement as may be experienced in 
the third quarter is not likely to be particularly marked. 
However, anything calculated to stimulate the heavy 
industries generally may be expected to redound to 
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the benefit of General Cable. Therefore, beginning with 
the final quarter of this year, the company’s prospects 
should take a turn for the better. The effects of the 
Government’s spending program promise to become in- 
creasingly apparent; the utilities may be encouraged to 
undertake capital expenditures on a larger scale; and the 
forces making for normal recovery may become increas- 
ingly effective. It is, of course, obvious that the com- 
pany’s outlook is speculative, but at the same time the 
factors likely to contribute to improved earnings are 
by no means remote or conjectural. Both the common 
and class A shares have substantial capital leverage, 
which in a period of rising sales and profits could result 
in a rapid increase in per-share results. The preferred 
shares are also interesting from the speculative stand- 
point, on the basis of the possibility that ultimately steps 
will be undertaken to liquidate accumulated dividends. 


American Bank Note Co. 


1937 1938 
High Low High Low Recent Price 
41% 10 23% 10 22 


American Bank Note Co. is rated the foremost 
printer and engraver of corporate securities, as well as 
foreign paper currency and stamps. Although the com- 
pany’s foreign business held up relatively well through- 
out the years of depression, the company’s facilities are 
geared to much larger scale operations than provided 
solely by foreign demand. The marked falling off in 
new financing and reduced stock market activity in the 
United States were the factors mainly responsible for 
the depression slump in earnings. By 1935, however, 
earnings had recovered substantially and in that year 
net was equal to $1.36 per share on the common stock, 
the best showing since 1930. Continuing to follow the 
trend of new financing and market activity, earnings 
dropped moderately in 1936 to $1.24 a share. Last year, 
however, the slump was more severe in domestic busi- 
ness, but with the aid of foreign volume the company 
was able to show the equivalent of $1.07 a share. 

In the initial quarter of this year, both foreign and 
domestic business dropped sharply with the result that 
operations showed a small loss—$28,572. There are 
89,913 shares of 6 per cent preferred stock ($50 par) 
outstanding, the only obligation ahead of 649,940 shares 
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ef common stock. Dividends which were maintained 
at the rate of 25 cents a share quarterly throughout 
1937 and the initial quarter of this year were recently 
reduced to 10 cents. 

The recent marked increase in general market activity 
accompanied by a rising trend of new financing have 
combined to improve materially the near term prospects 
for American Bank Note. The effects of this trend of 
events, however, are not likely to be apparent in earn- 
ings prior to the third and subsequent quarters. 
Acknowledging the improved outlook, the shares have 
recovered from their recent low of 10 to levels around 22. 
In relation to their 1936 high of 5514, however, the 
shares still have some distance to go and, tollowing any 
dip in the general market, should afford a fairly con- 
servative speculative vehicle. 





Bridgeport Brass Co. 


1937 1938 
High Low High Low Recent Price 
23% 7 12% 5% 12 


Bridgeport Brass Co. manufactures brass, copper and 
other alloys in various forms, and also manufactures an 
extensive line of finished products, such as tubular 
plumbing goods, automobile tire stems, etc. Such indus- 
tries as the automobile accessory, public utility, rail- 
road, railroad equipment and building and construction 
provide the company’s chief customers. It is thus 
apparent that its fortunes are largely determined 
by the demand for durable goods. 

The latter characteristic explains the company’s 
inability to show a profit in the three years ended 
with 1932. Since the latter date, however, earnings 
have shown steady improvement. Of recent years, 
1936 was the best. In that year, the company’s net 
profit totaled $1,076,201, or the equivalent of $1.46 a 
share on 739,592 shares of capital stock outstanding at 
the end of that year. Although last year gross sales 
increased 21 per cent above 1936, increased taxes and 
higher labor costs cut net income to $733,181. The 
latter figure was equal to 79 cents a share on 926,990 
no par shares of capital stock outstanding at the end of 
the year. First quarter operations this year resulted 
in a loss of $304,054, compared with a profit of $410,413 
the year previous. 

During the past year, Bridgeport Brass has been 
engaged in a program of plant expansion, involving an 
estimated $4,000,000. Additions to facilities included a 
new rolling mill, a mill office building and a metallurgical 
laboratory. It is expected that the new rolling mill will 
be placed in operation in the near future and the com- 
pany should be in an improved position to take full 
advantage of any upturn in general business from this 
point on. 

Recalling the company’s previous earning power 
under more propitious industrial circumstances, such 
speculative promise as may be credited to the shares 
at this time would appear to have considerable basis in 
fact. Viewed then in the light of the company’s pros- 
pects over a more extended period of time the shares 
may conceivably prove a worthy acquisition. 
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Black & Decker Mfg. Co. 


1937 1938 
High Low High Low Recent Price 
38 «13% 20%, 9% 20 


or 


In the fiscal year ended September 30, 1937, Black & 
Decker Mfg. Co. reported the largest profit in its 
history. Net of $1,052,169 compared with the previous 
high record of $1,011,322 in 1929. It is significant that 
profits attained a record-breaking total last year, despite 
the fact that sales were approximately $1,800,000 
under the 1929 level. Last year, net income was ap- 
proximately 17 per cent of sales, whereas in 1929 the 
margin of profit was less than 14 per cent. 

The company is an established manufacturer of small 
electrically driven tools, machine tools and gauges, in- 
cluding electric drills, heat guns, hole saws, screw 
drivers, hammers, saws, grinders, platers, polishers, etc. 
Products are marketed both in the United States and 
abroad, and are well known throughout the trade. 

Notwithstanding the sharp industrial slump over the 
past nine months, operations of Black & Decker have 
been maintained in the black. This accomplishment 
doubtless reflects sustained foreign demand. This con- 
dition also may explain in part the better profit margin, 
as a whole, shown by Black & Decker last year. For the 
six months ended March 31, last, the company reported 
a net profit of $154,632, or the equivalent of 41 cents a 
share. This compares with a net profit for the six months 
ended March 31, 1937, of $443,675, or the equivalent of 
$1.16 a share for the common stock. Net sales in the 
most recent six-month period amounted to $2,450,064, 
against $2,860,174 in the corresponding six months 
of 1937. 

Suggesting the possibility of some improvement in 
the company’s last half earnings is the recent upturn 
in machine tool orders. According to the National 
Machine Tool Builders Association, the new order index 
advanced to 70.2 in June from 66.7 in May. From this 
point on, demand for machine tools promises to be aided 
by increasing shipbuilding, sustained aircraft manufac- 
turing and preparation for the 1939 automobile models. 

Black & Decker is modestly capitalized, total out- 
standing stock consisting solely of 365,450 shares. 
Finances are comfortable. In 1937, dividends, including 
an extra of 50 cents, totaled $1.50. This year, however, 
no dividends have as yet been declared. At recent 
levels the shares are still substantially under their 1937 
high and offer interesting speculative inducements. 





Container Corp. 


1937 1938 
High Low High Low Recent Price 
37% 10% 17%2 9% 17 


Container Corp. is distinguished as the country’s 
largest manufacturer of paperboards. Paperboard in 
its finished form is consumed principally in the form of 
paper boxes, cartons, packages and shipping containers. 
At the end of 1936, Container Corp. had about 8,000 
active customers on its books, including such large 
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processors of nationally-advertised products as National 
Biscuit, Procter & Gamble, Quaker Oats, American 
Sugar and Borden Co. Although the leader in its field, 
Container Corp. must meet active competition, but the 
company obtains no little advantage through the fore- 
sighted location of its manufacturing facilities. 

Earnings of Container Corp. last year totaled $1,784,- 
104, equal, after depreciation, interest, taxes and surtax 
on undistributed profits, to $2.28 a share on 781,253 
shares of capital stock. Comparing with $1,286,942 in 
1936, earnings last year were the largest in the com- 
pany’s history. Although a considerable portion of the 
company’s output is utilized by the food, dairy, medici- 
nal preparation and liquor industries—all in the con- 
sumer goods category—this condition has not prevented 
earnings from slumping sharply in the final three 
months of last year and the initial quarter of the cur- 
rent year. In periods of declining industrial activity, 
competition among paperboard manufacturers tends to 
reflect itself in price cutting. This was borne out in the 
company’s operations for the first six months of this 
year when a net loss of $120,251 was shown, as com- 
pared with a profit of $1,319,294 in the same months of 
1937, despite the fact that sales, while 40 per cent under 
last year, did not decline as sharply as net. 

The 781,253 shares of capital stock outstanding are 
preceded by funded debt of $6,472,000. Financial posi- 
tion at the end of last year was satisfactory. Dividends 
were maintained throughout 1937 at the rate of $1.20 
annually, but due to the slump in earnings in the first 
quarter and the unpromising outlook at that time, no 
action was taken on current dividends. 

With a general improvement in business now in sight, 
it is possible that paperboard prices may be restored to 
more profitable levels. All in all, among lower priced 
issues, the shares of Container Corp. would seem to 
justify favorable speculative consideration. 


Flintkote Co. 


1937 1938 
High Low High Low Recent Price 
46% 112 24% 10% 24 


The surprising vitality of the home building industry 
this year has led the FH A to predict the highest level 
of activity in nearly ten years. It is expected that the 
construction of small homes alone in July will be double 
the volume of a year ago and, moreover, F H A reports 
an increase in the number of large-scale construction 
projects. All of which lends considerable promise to the 
outlook for Flintkote Co., engaged in the manufacture 
and sale of such building products as asbestos shingles, 
roll roofing, sheathing papers, insulation boards and roof 
coatings. 

Notwithstanding the rising trend of building activity 
in 1936 and 1937, the company’s earnings declined. 
This condition, however, has revealed no basis for be- 
lieving that the company has lost competitive ground. 
For example, in 1936, sales recorded a substantial ad- 
vance over 1935 but, due to unfavorable price levels, 
earnings were restricted. Net in that year was equal 
to $1.75 per share, comparing with $1.96 a share in 1935. 
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In the first six months of 1937, the company earned 
$659,233, an increase of nearly $200,000 over the cor- 


responding period of 1936. Due again, however, to 
conditions beyond the company’s control, sales fell off 
sharply in the final six months and earnings for the full 
1937 period totaled only $1,005,423, or the equivalent 
of $1.50 a share. The company’s latest report, covering 
the twenty-two weeks ended March 26, 1938, disclosed 
a net profit of $815,235, or the equivalent of $1.22 a 
share for the common stock. This compares with $1.99 
a share in the corresponding period of the previous year. 
Net sales in the most recent period totaled $14,683,938, 
against $14,428,607. 

The company’s capitalization is conservative, consist- 
ing solely of 670,346 shares of capital stock. With the 
prospect favoring rising activity in building and con- 
struction, the possibility of a fairly early and substantial 
upturn in the company’s per-share earnings would ap- 
pear to be a live one. While this possibility has not 
gone unrecognized marketwise, the shares at 24, selling 
at their high for the year, still would appear to possess 
sufficient speculative promise to warrant their purchase 
on any reaction. 


Texas Pacific Land Trust 


1937 1938 
High Low High Low Recent Price 
15% 55% W% 6% 11 


The assets of Texas Pacific Land Trust consist of 
extensive oil and mineral land holdings, the type of 
properties which might be expected to suffer no per- 
manent loss of value in a period of monetary inflation. 
Moreover, the fact that the shares are selling in the 
low price bracket should commend them to investors 
with limited funds at their disposal. 

Originally, when it was formed in 1888, Texas Pacific 
Land Trust owned 3,450,613 acres of Jand acquired from 
the Texas Pacific Railway Co. In the earlier years of 
its history, the Trust functioned principally as a seller 
of land. During the past twenty years, however, this 
policy has been modified and properties are now being 
leased on an oil-royalty basis. Total holdings at the 
end of 1937 amounted to 1,983,481 acres. 

Reflecting this change in policy, land sales no longer 
contribute the chief source of income. Last year oil 
and gas lease bonuses and rentals contributed about 
60 per cent of total revenues; royalties received on pro- 
ductive leases accounted for about 25 per cent; with the 
balance of income being derived from miscellaneous 
sources and grazing rentals. Out of total income last 
year of $786,265, oil leases and royalties contributed 
$666,226. Total income in 1937 increased 85 per cent 
from the 1936 level and was the largest in any year 
since 1930. The potential productive capacity of active 
wells at the end of 1937 was rated at 83,548 barrels 
daily. Since the first of the year active wells have been 
increased to 196 and, according to recent reports, 18 
wells are now being drilled on the Trust’s properties. 
Included among the companies holding leases on the 
Trust’s acreage are such leading oil units as Amerada, 
Continental, Gulf, Humble, (Please turn to page 477) 
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The Personal Service Department of Tue MacGazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





B. F. Goodrich Company 


I hold 100 Goodrich common which I 
bought at 45. In view of this company’s 
labor difficulties, I am wondering whether 
a poor earnings trend may be expected. Do 
you regard this rubber as a suitable equity 
for price enhancement?—W. H., Portland, 


Oregon. 


While B. F. Goodrich has not as 
yet reported for the first half of 
1938, it is understood that opera- 
tions were not profitable and that a 
loss will be recorded. On the other 
hand it is anticipated that final 
half-year results will be more favor- 
able than those for the first half. 
A loss of $878,580 was recorded for 
the full year of 1937. A large part 
of this company’s production is 
directed to the automotive indus- 
try. Naturally, the depression which 
has prevailed in that field has caused 
a large falling off in demand. Never- 
theless, the outlook for the automo- 
tive industry is at present a little 
more hopeful and, as a consequence, 
the future of Goodrich has improved 
slightly. Furthermore, the company 
has been developing its mechanical 
rubber goods trade and has con- 
tinued to make excellent progress 
in the development of new prod- 
ucts and improving the quality of 
the old ones. Even in the face 
of adverse factors, such as con- 
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tinued labor difficulties (which, by 
the way, seem to be alleviated some- 
what at this writing) , Goodrich does 
enjoy a strong trade position, from 
a competitive standpoint. While 
we must, of necessity, give the sub- 
ject shares a speculative rating, we 
do believe that they embody a cer- 
tain amount of speculative appeal. 
Naturally, we cannot expect much 
in the way of dividends, but if you 
are primarily interested in price ap- 
preciation and are willing to assume 
a slight degree of risk, we can recom- 
mend the shares to you. We refer 
you also to the rubber article which 
starts in this issue on page 456. 





Cutler-Hammer, Inc. 


Will you kindly comment on the outlook 
for Cutler-Hammer? In 1937 earnings de- 
clined and this year's first-quarter showing 
was poor. My stock cost 7142 two years 
ago. What do you advise me to do?—N. A., 


Toledo, Ohio. 


While the near-term outlook for 
Cutler-Hammer is admittedly de- 


pressed, we are inclined to take a 
rather optimistic attitude toward 
longer term developments. Manu- 
facturers of electrical equipment, 
such as Cutler-Hammer, are among 
the first to feel the affects of a busi- 
ness decline. On the other hand, 
they are among the first to feel a 
correction in such a decline. Cut- 
ler-Hammer is simply capitalized, 
having outstanding only 659,998 
shares of capital stock. For the 
vear ended December 31, 1937, prof- 
its registered only a slight decline 
from a year earlier levels. Capital 
stock earnings were $1.93 a share in 
1937, against $1.99 a share in 1936. 
Profits so far this year have suf- 
fered, however, and we see that for 
the first half a deficit of 11 cents a 
share was recorded, against profits 
of 68 cents a share for the like pe- 
riod a year earlier. Recent expan- 
sion of facilities should enable more 
satisfactory operations during the 
coming future. During 1937 $2.25 
a share was paid on the capital 
stock and, in addition, a stock di- 
vidend of one share for each share 
held was paid. It must be remem- 
bered, however, that $2 of this was 
paid prior to the split-up, thus 
bringing disbursements on the pres- 
ent capitalization down to $1.25 a 
share. We cannot help but be- 
lieve that the capital shares of 
Cutler-Hammer embody a certain 
amount of appeal to those who are 
willing to exercise a_ reasonable 
amount of patience. On that basis. 
we are in favor of further reten- 
tion of your holdings, the cost of 
which, you must remember, has 
been cut in half by the 100% stock 
dividend. 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 
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Atlas Powder Company 


Among my ivestments are 50 Atlas 
Powder purchased at 85. I am perplexed 
about its future in view of the reduced 
quarterly dividend. Will it benefit mate- 
rially from improvement in building? Is it 
wise to hold this stock?—B. R., St. Louis, 
Mo. 


Due to extensive diversification 
of its products, operations of Atlas 
Powder Co. correspond with condi- 
tions in industrial activity. As a re- 
sult of this, first half profits of 
1938 suffered drastically, and only 
$1.19 per share was recorded on 
the common stock. This compares 
with earnings of $2.78 per share 
sustained during the initial half 
of 1937. A revival in business 
activity would undoubtedly be of 
great help to Atlas in recording 
nore substantial profits. Fifty per 
cent of the company’s revenue is 
derived from the manufacture of 
dynamite and blasting powder, while 
the production of cellulose products 
has been gaining in importance 
during the past few years. We 
can take a rather optimistic atti- 
tude toward the shares, particu- 
larly in view of the present de- 
pressed prices currently — being 
quoted. Recently the company has 
concentrated upon the development 
of new products. This has added to 
the diversification of its products 
and ultimately should be a good 
source of income for the company. 
We can counsel full retention of 
your holdings, both on an income 
basis (strong financial position of 
the company augurs well for con- 
tinued satisfactory payment, al- 
though at a rate somewhat lower 
than last year) and also for price 
appreciation possibilities. 





Mid-Continent Petroleum Corp. 


Do you regard Mid-Continent Petroleum 
as a good oil stock to hold for dividends 
and profits during the coming recovery peri- 
od? There are rumors that earnings may 
decline because of an unfavorable price situ- 
ation. I am a business man who takes rea- 
sonable risks —D. F., San Francisco, Calif. 


As previvusly anticipated, first 
quarter earnings of Mid-Continent 
Petroleum were off sharply. For 
the three months ended March 31, 
1938, earnings of 25 cents a share 
were shown. against 66 cents per 
share for the like quarter of 1937. 
If, however, pro-ration is as effec- 
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tive as now expected, and demand 
maintains the current rate, full 1938 
profits should not be too much be- 
low the $2.86 per share recorded 
during the full year of 1937. One 
of the more hopeful factors preva- 
lent in this situation is the potenti- 
alities of the newly-discovered pool 
on 640 acres in Payne County, Okla- 
homa. The company’s crude oil 
position has continued to improve 
and if the new properties “pan out” 
they should realize further improve- 
ment. Mid-Continent, in compari- 
son with the other companies situ- 
aled in this industry, is small, al- 
though it represents a fully inte- 
grated company and enjoys a strong 


cperating position. Capitalization 
is simple, being only 1,857,912 


shares of $19 par capital stock out- 
standing, there being no preferred 
stock or bonds preceding that issue. 
Dividend disbursements in 1938 will 
probably not be as high as those of 
1937, although a satisfactory return 
should be realized from your hold- 
ings. At present levels, we believe 
the shares have taken into consid- 
eration the expectation of lower 
earnings, and are in favor of reten- 
tion of your holdings for this an- 
ticipated rise in price. 





Alpha Portland Cement Co. 


We are desirous of obtaining any informa- 
tion you have on Alpha Portland Cement 
Co. Would you suggest that we hold 125 
shares bought at 30% in 1936? Why is tt 
lagging behind the market? Will this com- 
pany benefit from recent price adjustments? 
—R. B., Houston, Texas. 


The sharp decline in activity in 
the building industry has caused 
profits of Alpha Portland Cement to 
decline accordingly. For the twelve 
months ended June 30, 1938 pro- 
fits of only 1 cent a share were 
recorded, against $1.07 a share for 
the like twelve months of 1937. 
Currently, the outlook is not overly 
promising, but a hopeful note is 
to be found in the Government’s 
attempt to bring about a revival in 
the construction field. If these ef- 
forts are successful, we should 
readily see an uptrend in the profits 
of Alpha Portland Cement. The 
company maintains a strong finan- 
cial position, a net working capital 
of $6,030,986 being reported as of 
March 31, 1938. While the business 
picture is a little brighter, and we 


can look upon the long-range factors 
of the company in a more favorable 
light, nevertheless, it is necessary 
to point out that any betterment in 
these shares marketwise, will take 
time. This point explains the re- 
cent sluggishness of the shares, 
marketwise. Where you are willing 
to take these factors into consid- 
eration, we can counsel retention 
of your shares. 





Oliver Farm Equipment Company 


What are the prospects for Oliver Farm 
Equipment? I am concerned over the in- 
ability of this stock to keep pace with the 
market. Why is it selling under 30 after 
earning $6.43 per share last year? Should I 
continue to hoid 100 shares bought at 60? 
—S. M., Chicago, Il. 


Two factors may be given as the 
reason for the unattractive market 
action of Oliver Farm Equipment 
Co. The first of these is the recent 
investigation by the F T C of farm 
equipment companies in regard to 
monopolistic tendencies. What ef- 
fect this will have over the longer 
term on Oliver Farm is conjectural 
and cannot be foreseen at this writ- 
ing. The second reason is the unat- 
iractiveness of the shares in regard 
to income. On the other hand, we 
must consider the brighter aspects 
of the situation. Last year earnings 
of $6.43 a share were recorded on 
the capital stock, the largest in 
the company’s history. This com- 
pared with profits of $4.24 a 
share during the year 1936, and 
deficits in the preceding six years. 
Currently, the company is under- 
stood to have a satisfactory backlog 
of orders, although new orders are 
recording declines from year earlier 
levels. Of course, this situation 
could be rectified, but much depends 
upon growing conditions, crop yields 
and farm product prices, which, at 
this early writing, are uncertain. In 
view of the above consideration it is 
obvious that the Shares of Oliver 
Farm are definitely speculative. At 
present depressed levels, however, 
we believe that the stock has dis- 
counted the future clouded outlook. 
Therefore, if you are willing to as- 
sume a reasonable amount of risk, 
we can counsel retention of your 
holdings on a_ price speculation 
basis. 


(Please turn to page 480) 
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and Industry 





Previous 


Month 


Last 


Year 


PRESENT POSITION AND OUTLOOK 





INDUSTRIAL PRODUCTION (6) 
World 


111.8 
114 
109.4 
119.9 
82.7 
118.1 








WHOLESALE PRICES (h) 


87.2 








COST OF LIVING (d) 





87.0 
74.5 
83.7 
97.6 
1156 


88.9 
88.2 
86.6 
76.9 
83.7 
96.8 
112.5 








NATIONAL INCOME(e) 


$5,186 


$5,407 











CASH FARM INCOME; 
Farm Marketing 
Including Gov't Payments 
Total, First 6 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 
Paid (ee) 


$510 


$604 
631 
3,833 
124 
134 


93 








FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 





FACTORY PAYROLLS (f) 
(not adjusted) 


RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (g) 
Variety Store Sales (g) 
Rural Retail Sales (j) 








Retail Prices (s) as of 


May 


99.9 





May 





June 
June 
June 
June 
June 1 


81 
105.5 
110.0 
112.4 
89.5 


78 
103.3 
106.1 
1191 
90.2 


93 
114.0 
120.0 
124.4 
95.6 








FOREIGN TRADE 
Merchandise Importst 
Cumulative year's total f 


Cumulative year's total t 





RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 


Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return % 


May 
May 31 
May 
May 31 


$148.3 
815.3 
257.2 
1,359.5 


$159.9 


$284.7 
1,397.2 
289.9 
1,171.2 





1st 5 mos.$1,354,269 
1st 5 mos. 1,113,770 


1st 5 mos. 
1st 5 mos. 
1st 5 mos. 
1st 5 mos. 


141,302 
45,289 
82.24 
0.54 


$1,735,229 
1,293,048 
147,893 
240,112 
74.52 

2.85 











BUILDING Contract Awards (k) 
Total ft 
Residential ¢ 
Public Works and Utility 
Non-Residential t 
Publicly Financedt 
Privately Financedt 


June 
June 
June 
June 
June 
June 


$251.0 
85.7 
83.5 
81.8 
143.2 
107.8 


$317.8 
93.0 
98.9 
125.9 
137.5 
180.3 








Building Permits (c) 
214 Citiest 
New York Cityt 
SS SER ES ee ree 


June 
June 
June 


$65.2 
. 22.4 
87.6 


$82.8 
11.9 
94.7 








Engineering Contracts (En){ 


June 


$223.0 


$274.4 





CONSTRUCTION COST INDEX 
(En) 1913—100 











July 1 


233.10 


239.90 





(Continued from page 465) 


probable deficit of around 4% billions, the largest 
for any peace-time year in our history. Since 
perhaps three billions of this will go to swell bank 
deposits, thereby expanding our deposit currency 
by approximately 6%, the deficit will undoubted- 
ly be stimulating, though not explosively in- 
flationary. From a longer range viewpoint the 
chances of attaining a balanced budget are not 
altogether hopeless; since 2.65 billions of the 
current fiscal year's deficit will be for pump prim- 
ing and relief expenditures, while an additional 
1.25 billions will result from an expected drop in 
collections owing to the depression. This would 
leave only $600,000,000 in normal times to be 
met by increased taxes and economies. 


» * * 


Based upon the latest available figures, prices 
compared with a year ago average 25% lower on 
Raw Materials. Prices are off 10.7% at whole- 
sale and 8.1% at retail, while living costs are 
down only 2.6%. June department store sales 
were 12% below last year, compared with a de- 
cline of 17% during May and 10% for the half 
year. For week ended July 9, the drop in dollar 
totals narrowed to only 6%, while unit sales were 
actually a little larger than last year, owing to the 
lower price level. Chain store sales in June 
were 8.8% lower than last year, variety stores 
were off 4.5%, and mail order sales declined 
8.3%. Rural sales fell 10%. Based upon Chi- 
cago's experience, it is estimated that New York's 
retail trade will derive an additional billion dollars 
worth of business from the 1939 Worlds Fair, and 
that Pacific Coast trade will benefit proportionate- 
ly from its San Francisco Exposition. 

a * 7 

Although car loadings are currently running 
about 26% below last year, the June gross of 
Class | carriers was only 20% lower than last 
year, and net is picking up at a gratifying pace. 
The increase of Yc a mile in passenger fares just 
granted by the ICC to Eastern Railroads, estimated 
to yield $32,000,000 a year, has somewhat pre- 
judiced the case for wage reductions; but negotia- 
tions are proceeding energetically. Domestic 
orders for freight cars in June numbered 1,091 
against 6,114 in May and 528 for June, 1937. 
Locomotives ordered numbered 31, against 5 
in May and 21 a year ago. Most of this equip- 
ment will be built in railroad shops. Owing to 
recent break-down in German-Brazilian trade, 
Brazil will soon purchase in this country 26 loco- 
motives, 1,000 freight cars and a considerable 


tonnage of rails. 
+ * ~ 


Construction contracts awarded in 37 States 
East of the Rockies during June totaled $167,- 
485,000—4% ahead of May; but 23% below 
the like period of 1937, compared with a six- 
months’ decrease of 13%. June residential 
awards were only 7.5% below last year, against 
a six months’ decline of 23%. Building ma- 
terial prices at wholesale are now 8.6% below 
last year. 
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July sales of motor cars are exceeding ex- 












































Ingot production in tons*....... June 1,638 1,807 4185 : : ‘ 
Pig Iron Production in tons*....| June 1,062 1,955 3,108 pectations, and several plants are delaying their 
Shipments, U.S. Steel intons*..| June 478,057 465,081 1,268,550 a — pang ga one 
une were reduced by about 30, units to a 
AUTOMOBILES level 40% below the peak of 435,000 reached a 
Dadection year ago. New passenger car registrations in 
Factory Output............... | June - 170,000(pl) 210,183 521,053 | the U. S. during June are estimated at 156,000, 
PT Sites ois ss scons 1938 1,117,685 ...... 2,395,716 | 9ainst 178,000 in May and 360,000 a year ago. 
Retail Sales 
Passenger Cars, U.S. (p)........ June 156,000 178,060 360,236 Hei gte peb» 
MUUCH, US, SU) ss sors babe cs es May 32,953 35,726 65,857 
é Shoe production for June is estimated at 
PAPER (Newsprint) P ; ‘ 
Production, U. S. & Canede* (tons).| June 967.0 975.7 389.4 approximately 30,000,000 pairs, compared with 
p 30,196,000 in May and a decrease of 12.9% 
Shipments, U.S. & Canada * (tons). .| June 274.7 259.5 387.8 Geis the 2 tout last Ord ived 

Stocks, U. S. & Canada*® (tons)....; June 211.2 218.8 82.4 rae nag Rey nti ate sits se hee ginget 
' , ’ during the past few weeks have expanded much 
‘i more sharply than anticipated, and it is now con- 
oe ae J ans 1.667 15.980 fidently believed in the trade that production will 
Withds aie Gals. * PASE Reese sisies ae 495 5 nee 4.492 top last year for each of the remaining six months. 
Shuck Coals 1g Pere at eee eee ts rang chitia ast 445.986 pong ya are the lowest in years, and prices 

5 Wg vat eek kiya » : ; ; page eartiry 

GENERAL ee @¢ ® 
Machine Tool Orders (f).......... June 70.2 66.7 191.8 
RinyEauinment Orden) | ggg | Machine Tool Order tuned upward ite 

Freight Cars ‘ies 1.034 6,194 598 in June to 70.2% of the 1926 average, com- 
Passenger Cars................] June None 55 10 | pared with the year’s low of 66.7 in May and 
Cigarette Production}. ........... May 14,324 12,597 13,070 wie . uc ain! toner aig —— 
Bituminous Coal Production* (tons).| June 22,850(pl) 21,266 31,776 25% rp ” Pa b k 4d ef a me y 
Boot and Shoe Production Prs.*...| May 30,196 33,328 35,411 * c YOTUME DOOWRG Canes vUne Cr leet 
Portland Cement Shipments*...... May 9,752 8,678 11,890 year. Foreign orders were also 3% above May, 
id : ; but only 39% below last year. 
COMMERCIAL FAILURES (c)..| June 1,018 1,053 670 
WEEKLY INDICATORS 
a oa PRESENT POSITION AND OUTLOOK 
Date Week Week Ago 

ELECTRIC POWER OUTPUT With the margin of decline in electric power 
NOE ai6'i5.w: thn! wae euelglk ON ade July 16 2,090 1,881 2,298 output below init -yuee antened te arcinel Oe: 

TRANSPORTATION it is worth noting that sales to domestic consumers 
Carloadings, total................ July 16 602,300 501,013 770,000 | @ré running about 13% above last year; so that 
ek os eck he ees July 16 63,092 56,334 ~—«48,715._ | 2fetumn to normal consumption by industrial users 
Coal and Coke..................| July16 93,941 74,378 —«- 115,798 | should result in a sharp rise in eamings. For 12 
Fatal Piodects........-2.-..-++. July 16 98186 20,941 _—«-41,898.-| ‘months ended June 30, aggregate net income of 
Manufacturing & Miscellaneous....| July 16 934,977 195,959 306,595 | the 19 leading Utility Systems showed a 13% 
2" aa iains July 16 145,335 123,232 | 163,147 | decrease from the like period a year earlier. 

* * * 

STEEL PRICES Scattered improvement in orders for miscellane- 
Pig Iron $ per ton (m)............ July 19 19.61 19.61 23.25 ous products to replenish inventories, together with 
Scrap MRT AON CIR) i 5 oo 'sso sees July 19 13.42 13.08 19.17 some re-stocking by mills, has lifted the steel 
Finished c per Ib. (m)............ July 19 2.30 2.30 2.512 ingot rate by 20% during the past fortnight to the 

best level of the present year. Steel scrap 

STEEL Ader tt sae , Jul 32.0 82.0 prices, at Pittsburgh have risen to $14.50 and, 
%o of Capacity (m) week of ....... uly 23 36.0 : ; after large consumers re-enter the market, further 

brisk expansion is looked for which may carry the 

— —" ACTIVITY caicea aa pun pan rate to 60% in October. 

(m) week ending............... uly : H 4 ees 

PETROLEUM With crude oil inventories down to the lowest 
Average Daily Production bbls.*..| July 16 3,343 3,296 3,558 level in 17 years, Texas will soon resume full seven- 
Crude Runs to Stills Avge. bbls.*..) July 16 3,195 3,095 3,380 day-a-week production. Concurrent with a sharp 
Total Gasoline Stocks bbls.*...... July 16 78,721 79,893 72,734 seasonal expansion in consumption, gasoline 
Gas and Fuel Oil Stocks bbls.*....) July 16 142,068 140,587 104,931 prices at wholesale have been advanced a half- 
Crude—Mid.-Cont. $ per bbl...... July 23 1.22 1.22 1.27 cent since early June, and third quarter earnings 
Crude—Pennsylvania $ per bbl....| July 23 1.40 1.40 2.35 for the industry should be materially better than 
Gasoline—Refinery $ per gal...... July 23 .06% .06% 071%} first and second quarter results. 








t—Millions. 





(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
Dept. of Agric., 1909-14—100. (f)—1923-25—100. (g)—Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (j)—Ad- 
justed—1929-31—100. (k)—F. W. Dodge Corp. (m)—Iron Age. (n)—1926—100. (p)—R. L. Polk & Co.'s Estimate. (pl)—Prelimi- 
nary. (s)—Fairchild Index, Dec., 1930—100. (En)—Engineering News Record. (Ry)}—Railway Age. 


*—Thousands. (b)—Annalist Index 1928—100. (ba)—Federal Reserve 1923-25—100. (c)—Dun & Bradstreet's. 


(e)—Dept. of Agric., 1924-29—100. (ee)— 
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e.4° 
Trend of Commodities 
col 
Such wavering as has made its appearance in the com- ition of numerous commodities continues to accumulate, Pr 
modity price structure has been princi lly to farm in confirmation of the recent upturn in prices. Stocks of 
products, prices of other basic commodities have held at finished goods in the hands of manufacturers, as well as 
or close to their recent recovery levels. Divergent trends wholesalers and retailers continue to decline although for R 
are to be noted in futures contracts, without however in- the most part buyers also continue to pursue a cautious : 
dicating anything more than the tenor of day-to-day specula- nara preferring apparently to await Ficther indications R 
tive sentiment. Evidence of improvement in the statistical aring on the fall prospect. R 
R 
b 
P 
T 
< \ 
H 
.: La 
t 
a LE 
z i 
‘ 
vi 
z = = 
: z zi 
8 WHOLESALE PRICES TERIAL 
5 (LONG TERM TREND) T 
“ 
2 = 
. S| 
Changes in Major Commodity Price Group for the Fortnight Ended July 16, 1938 
. 95.3 up 0.2 
89.3 down 0.2 
77.41 up 0.4 -— 
88.0 down 0.4 R 
Latest Previous Year \ 
Date Wk. or Mo. Wk.orMo. Ago PRESENT POSITION AND OUTLOOK | 
— ae Cotton. — has reached its critical growing 
rice cents per pound, period and weather conditions will dominate price 
October Pree r Trove Ty LR July 93 8.82 8.59 12.02 sentiment until mid-August. The Government's 
December... cece ccessccree July 23 8.91 8.68 11.97 exon eatimnate tescheduled for August 8 and itscams 
(l _ . 00's) APERAD RCPS E LS oS * July 23 8.92 8.64 12.52 virtually ate that the current yield will be one 9 
n bales s of the smallest in many years. For this reason 
Visible Supply, World. ........-. July 227,975 8,072 4,492 Government officials doubt the necessity of mak- 
Takings, World, WH OOS 5.2 c5e July 22 2% i at? ine any anengements for crop loans. . The Gov- 
Total Takings, season to. .-..-.... July 22 681 ermment holds about 7,000,000 bales against 
Consumption, U.S.........--+++- June 443 426 rH loons, none of which will come on the market 
ee or ane amet pel : 5 2: 5 fa 5.441 unless prices get above the 9-cent loan level. 
otal Exports, season to.......---- j : “ * : “ . 
Government Crop Est. (final). . .... 1937 18,946... 12,399 | patton 1 eaten earn: < saberaadatck | cos 
Active Spindles 2 ERS aa June = 21,144 21,342 24,558 ilies The Girrernmend 40 ‘dows ies : 
an average of 60 cents a bushel on wheat. In ad- 
WHEAT : A dition farmers will receive payment of 7 cents a 
Price cents per bu. Chi. closing 6 197% bushel for wheat stored on farms against loans. 
FUN oR oe Mea Sa aoke 6 08 40 Tk eee ver Heide With a clove to record-breaking crop Indicated, 
September. . ated sents 1-4 es" July 23 69% % the market effect of the loan may well be that of 
Exports bu. (000's) since July 1 to.| July16 5,375 3,267 5,144 placing a ceiling over prices. Any advance in 
Exports bu. (000's) wk. end seeeeee July 16 2,108 3,267 Poy prices above loan figures will be followed by in- 
Visible Supply bu. (000 s) asof...| July16 63,092 31,291 fea cia creased offerings—farmers under the circumstances 
Gov't Crop Est. bu. (000's)......- July 1 967,412 —....+- 993(e) finding it more profitable to sell than borrow. 
oe e * 
CORN : ; Corn. With the current indicated crop only 
Price cents per bu. Chi. closing 58th 1281 slightly less than last year, crop loans are being 
DD. Si us Aabaie Kn Pees oe ess ea ee : 50% 113% talked of. Loans will be mandatory unless prices 
September. ......+++.--+++-+- July 23 5814 : M | sine Gotween now and November 15, or femen 
Exports bu. (000’s) since July 1to.| July16 6,778 3,91 16 dda taatledlinn anotns, -Subit deme: hotels 
Visible Supply (bu. 000's) as of...| July 16 19,995 21,805 6,388 all aall taleds Weily to eaaiia ta 6 <btaniee 
Gov't Crop Est. (bu. O000)........ July 1 2,482,000... . - - 2,644,995(e) tively narrow range. 

















468 





THE MAGAZINE OF WALL STREET 




































































te Wee Ae PRESENT POSITION AND OUTLOOK 
nulate. COPPER Copper. From the standpoint of domestic 
abs a Price cents per Ib. demand, July will be the best in more than eigh- 
vell a —, ' we evecoseeseseese’ rid a ake Fk ping ad ee ag gy" prvar hago sa - 
an aio ig Ene Rain gars rae Se nee uly y . . month this year. Domestic stocks declined for 
gh for Refined Prod., Domestic (tons). ...} June 32,465 47,300 86,016 | the first avo siaues April, 1937, while foreign and 
utious Refined Del., Domestic (tons). .... June 32,863 28,044 77,725 world stocks fell for the first time since December, 
ations Refined Stocks, Domestic (tons)....| June 358,971 369,809 111,020 1937. Domestic prices are holding firmly at 9% 
Refined Prod., World (tons)....... June 142,532 144,344 199,999 | cents and in some quarters the belief is held that 
Refined Del., World (tons)........ June 145,393 136,567 191,002 10-cent copper is an imminent possibility. 
Refined Stocks, World (tons)...... June 551,495 554,356 300,445 +“ * « 
Tin. Despite the dullness of demand, prices 
TIN: have remained steady. Under the third quarter 
Price cents per vn Bie eo aR Renee July 23 43.50 43.125 60.0 quota, supplies will amount to about 10,500 tons 
Tin Plate, price $ per box......... July 23 5.35 5.35 5.35 monthly, of which the buffer pool will take 1,500 
pera eter - sential Ae Vey ed 1 — coe foe poe moat oe wig | average — than 
fp ae SPOUVRTIEST 56 <0 0,0 since sos is une , 1 D f tons monthly. Domestic tin plate con- 
U. S. Visible Supplyt eocescceceece July 1 19,230 19,660 18,1 56 sumption has turned up sharply. 
* ae * 
LEAD Lead. June shipments were substantially 
Price cents per Ib., N. ¥........-- July 23 4.90 4.90 6.00 better than the most optimistic estimates. Produc- 
U. S. Production (tons)........... June 35,028 32,977 40,156 tion also increased but not sufficient to fully cover 
U. S. Shipments (tons) cocccecreeseve June 35,343 26,011 42,710 demand, with the result that stocks declined 377 
Stocks (tons) U. S., as of.......... June 163,346 163,723 113,370 tons, the first drop since September, 1937. July 
promises to show further strengthening in the 
ZINC metal's statistical position. 
Price cents per Ib., St. Louis....... July 23 4.15 4,75 7.00 og POL ri aieedins 
U. S. Production (tons)........... June 30,799 37,510 50,526 Zine. Stocks again rose in June but the in- 
U. S. Shipments (tons)............ June 29,248 24,628 50,219 crease of 1,551 tons was the smallest in many 
Stocks (tons) U. S., as of .......... June 149,671 148,120 14,081 months. Shipments have increased this month 
but production has also been stepped up. Asa 
SILK consequence betterment in the statistical position 
Price $ per Ib. Japan xx crack..... July 23 1.83-1.88 1.83-1.88 1.99-2.04 may be modest, if itis not actually deferred further. 
Mill Dels. U. S. (bales), season to..| June30 380,480 ....... 483,742 i aS Seas : 
Mill Deliveries U. S. (bales)....... June 31,492 28,687 35,730 Silk. The world silk situation has improved 
Visible Stocks N. Y. (bales) as of..| June30 44,457  ...... 45,556 and prices are higher, with the trade looking for 
Visible Stocks, World (bales) as of.} June30 124,257  ...... 130,256 further increases over the next month or two. 
Hosiery shipments in May were 4.7% under April 
RAYON (Yarn) but 3.5% ahead of May, 1937. 
sewer og tMb.......eeeeeeee elke be vie “as Rayon. Demand has turned up but produc- 
El Retna che Cunly June 30 3.8 3.8 0.1 tion continues restricted so that supplies should 
oe y eit ONE — L . i be further reduced. Based on average monthly 
WOOL shipments over the past twelve months supplies 
howed duction at the end of June from th 
se Price cents per Ib. territory fine....] July 23 66-68 66-68 1.01-1.03 parecer what yo cacednas palestine cary 
HIDES however, for the first time since May, 1937. 
* * * 
Price cents per lb. Heavy Native Chi.; July 23 11.50 11.50 16.50 . : a hich . 
Vishcle Stocks (000°) ().an-ct....| Jone 1 13643 14082 15443 | oo Mncly ak toll) Somriie, are leer bat 
No. of Mos. Supply as of........ June 1 8.2 8.3 7.3 shaulid hend tu: contebel: 
oa * * 
RUBBER Hides. Statistical position i 
, . position is exceptionally 
Price cents per Ib............062- July 23. 15,875 15.0 19.0 strong. Demand is active and appears likely to 
Imports, U. S.t Tere rree eae ey eee June 26,011 27,410 48,956 continue so. Hides are a favorite medium with 
ee igh Rinses Fseee so mes Pog i ae tas as speculators and prices are sensitive to fluctuations 
MOONE: OS OF: ese Soc e eset une i R F : 
Tire Production (000's)........... May 2.849 9.705 ef eee ‘ 
Tire Shipments (000's)............ May 3,372 3,199 5,375 Rubies. The. intensticasl  Commitec ts 
Tire Inventory (000's) as of ........ May 9,855 10,317 12,592 scheduled to meet July 26 and may take some 
action on fourth quarter quotas. Estimates of 
rhe Ib July 93 7.50 7.50 11.50 prospective domestic consump.ion are being re- 
rice cents per Ib. (C). sees eee uy : : ; vised upward and if the Regulation Committee 
cen —— oo oe dae Lipo 1,137 12.467 concurs, quotas will have to be raised to avoid a too 
PSERION LO. 255 o's ss sche eies un A eer: 2 mi ae ear 
U. S. Visible Supply (bags 000's)..} July 1 1,418 1,299 1,496 rapid price tise. * * * 
Coffee. Prices have eased moderately. 
— ms Weather conditions affecting the growing Sao 
ri r Ib. P 
Domestic No. 3 July.........-. July 22 1.79-1.79 1.80-1.82 on Lee eee 
Duty free delivered............ July 22 2.82 2.85 3.50 . . : 3 
hie henh awe 45D 430 | 4701 eee ieee wre te Comme 
U. S. Deliveries (000's)*.......... 1st 5 Mos. WR fo cies 2,775 iy b ; sad 4 
Fai ' M ‘ 1.487 ago. Refined consumption also increased in June 
U. S. Ref. Stocks (000's)* as of.... ay 31 Tee SA eeitee's i and hes continued upward throughout July. 
























pending adjustment for crop year-end. 








(a)—Expressed in % (1923-25—100). (c)}—Santos No. 4.N. ¥. (e)—1937 Harvest. 


t—Long tons. *—Short tons. *—Withheld 
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Mooney and Banking 








Previous Year 




















Date Week Week Ago COMMENT 

ng ng waned days) July 23 1%4% 1%4% 14%4% 
ime Money (60- YS). ++ sees uly The latest statement of 101 Reporting Mem- 
Prime Commercial Paper.......... July 23 Uo Wa 1% ber Banks again revealed an increase in loans 
Call Money........-... b Ss eisote July 23 1% 1% 1% to commerce, industry and agriculture, the second 
Re-discount Rate, N. 7, Fea oes tae July 23 1% 1% 114% in three weeks. While the increase of ents § 
000 was modest, nevertheless, further weight is 
CREDIT (millions of $) given to the belief that the long downtrend in 
Bank Clearings (outside N. Y.)..... July 9 2,033 2,395 2,232 loans hes been reversed. Banks outside of New 
Cumulative year's total........... Jay 3. GAM eS 72,588 York have been making a much better showing. 
Bank Clearings, N. Y............: July 9 2,666 3,960 3,189 The week of July 13 brought, a decrease of 
Cumulative year's total........... daly:-9. 95,330. 1.08: 104,859 $45,000,000 in total loans and investments of 
F. R. Member Banks NewYork banks, while banks in the other 100 cities 
Loans and Investments.......... July13 20,468: 20,476 22,163 reported an increase of $37,000,000. In the 
Commerzial, Agr., Ind. Loans...) July 13 3,885 3,880 4,407 week ended July 20, New York City Member 
OE SES SES ae are July 13 638 661 18,356 Banks reported a decline of $13,000,000 in loans 
Invest. in U. S. Govts. . . . ss esis July 13 7,730 7,727 8,254 to commerce and industry, bringing the total 
Invest. in Govt. Gtd. Securities...| July 13 1,505 1,499 1,154 down to a new low for the decline. Brokers’ 
Other Securities............... July 13 3,002 2,998 3,041 loans were off $10,000,000 for a net decline of 
Demand Deposits.............. July13 14,994 14,801 15,031 $51,000,000 in two weeks. On the other hand 
THAR TIROON «so oes ns pe seas July 13 5,209 5,229 5,250 there was a net increase of $88,000,000 in total 
New York City Member Banks loans and investments, the preceding week's de- 
Total Loans and Invest.......... July 20 7,537 7,449 8,359 cline having brought these items down to the 
Comm'l Ind. and Agr. Loans....| July 20 1,451 1,464 1,753 lowest totals in nearly three and a half years. 
Invest. U. S. Govts. dir. & gtd...| July 20 3,568 3,524 3,424 The increase was chiefly the result of subscriptions 
Demand Deposits............. July 20 6,343 6,206 6,071 to R. F. C. notes and purchases of short term notes 
c ya panee Oc emma July 20 644 649 743 | of New York State and New York City. Hold- 
ederal Reserve Banks ings of Government guaranteed issues reached a 
Member Bank Reserve Balance.../ July 20 8,202 8,273 6,858 ae high level at $753,000,000 and holdings of 
Money in Circulation. ......... July 20 6,433 6,444 6,466 other securities were the largest since last April. 
0 SSNS SES July 20 12,989 12,979 12,404 Beginning next week New York Banks will benefit 
Treasury Currency.............. July 20 2,717 2,716 2,553 from the fact that the Treasury will be offering 
Treasury Cash ee ee July 20 2,321 2,31 5 3,527 $1 00,000,000 of bills and retiring only $50,000,- 
Excess Reserves. ........---++: July 20 3,040 3,150 870 000. Continued improvement in business sug- 
gests that the nadir in commercial borrowing has 
ss Latest Last Year been reached and some expansion is looked for 
NEW FINANCING (millions of $) Month Month Ago in the near future. It is probable that the excess 
REELS SESE ETE OTERO June $294.0 $61.6 $428.8 reserves of Federal Reserve Banks have seen 
New Capital.......--+-+-+++5 June 199.0 35.9 274.1 their high point for some time and the decline of 
MINN Faso a ows oc0 ees June 95.0 25.7 154.7 $110,000,000 in reserves revealed by the latest 
EE EES SN END June 1,673.2 236.0 1,153.1 statement may be the first in an extended series 

NE Suda iwvck ak 045444 June 1,638.8 200.7 550.2 af cathiiinis. 
Addition to Debt. ............ June 34.4 35.3 602.9 














POSITION OF FOREIGN BANKS 





July 20, 1938 


July 21,1937 


COMMENT 








BANK OF ENGLAND 





0 TR on 8 oe £487,110,000 £493,133,000 
ee: Se ee 22,485,000 17,502,000 
Private Deposits................. 142,008,000 135,331,000 
Bankers Accounts...............- 107,339,000 97,181,000 
Other Accounts............-2..- 34,669,000 38,150,000 
Government Securities............ 109,821,000 107,449,000 
Other Securities:................ 32,391,000 29,199,000 
Discount and Advances........... 9,305,000 5,830,000 
Rilo ss iis ss pana 23,086,000 23,369,000 
EI EE EEO ES EOE 40,316,000 34,246,000 
eRe Ser ae 327,426,000 327,379,000 
BANK OF FRANCE July 15,1938 July 16, 1937 
ult Holdings... ~<<ccs++s0-- Fr.55,808,000,000 _‘Fr.48,859,000,000 
Credit Balances Abroad.......... 769,000,000 13,000,000 
Billsion France... «..5...+55.... 5 473,000,000 8,512,000,000 
Wheat Office Bills............... IANO 5 so ois Ses x cylin s 
Advance Against Securities....... 3,560,000,000 4,160,000,000 
Note Circulation... :......+..0..- 101,100,000,000 88,41 4,000,000 
Credit Current Accounts.......... 16,118,000,000 12,168,000,000 
Temp. Advs. to State............ 40,133,000,000 23,886,000,000 
Gold on Hand to Sight Liabilities. . 41.61% 48.58% 








Signs of business recovery in Great Britain have 
yet to make their appearance. Business senti- 
ment abroad is jittery over the European political 
situation, notwithstanding Hitler's recent over- 
tures. Reports have been current that the British- 
American trade pact has struck a snag. Mean- 
while, it is believed that a sizable volume of both 
import and export business is being deferred until 
the provisions of the treaty are announced—or 
the treaty abandoned. 

* ~ * 

In an effort to arrest the rising cost of living in 
France, Premier Daladier has decreed that no price 
increases be authorized for the next two or three 
months. Business and industry naturally does not 
view this latest move with any satisfaction. The 
Government, however, takes the stand that to 
authorize any further price increase would only 
result in a further decrease in consumption, higher 
living costs and increased unemployment. Com- 
petitively, France should hold a strong position in 
foreign trade because of the country’s low price 
levels, but the nation is seriously handicapped by 
internal conditions. 
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POSITION OF FOREIGN BANKS—Continued 








GERMAN REICHSBANK 





July 15,1938 





July 15, 1937 








ans 
otal 
ers 


ind 





Gold in Bullion.............000. Rm.70,773,000 Rm.69,031,000 

Of Which Deposits Abroad..... 20,293,000 19,359,000 
Reserve in Foreign Currency....... 5,613,000 5,948,000 
Bills of Exchange & Checks........ 5,693,683,000 4,814,530,000 
ONIN 555555. S55 Selers e'vae owe cS 847,446,000 403,441,000 
POE ig esivcids ba sabe ss 0s 1,097,448,000 704,769,000 
Notes in Circulation.............. 6,080,100,000 4,666,009,000 
Other Daily Matured Obligations. . 941,362,000 707,165,000 
Other Liabilities................ 272,493,000 231,906,000 
Proportion of Gold & Foreign Cur- 

rency to Note Circulation....... 1.25% 1.61% 

BANK OF CANADA July 20, 1938 July 21, 1937 

Reserve Gold, Coin & Bullion..... $180,508,000 $181 ,443,000 
SR ION oss. ..cse've tebe ns pao era reece 2 0 2,514,000 
Reserve in Sterl. & U. S. Dollars... . 26,121,000 16,639,000 
PU COIR) 6c in sed st hnaee's 326,000 180,000 
Dom. & Prov. Govt. Short Term 

ESO ae ck 114,472,000 34,099,000 
Other Dom. & Prov. Securities..... 52,685,000 95,380,000 
Cities Saeed. .....50.c5cc053. 1,007,000 10,007,000 
Note Gitulelion. ....... 0.000006 156,534,000 136,722,000 
Deposits—Dom. Govt............ 13,343,000 12,538,000 
Chartered Banks................. 193,824,000 181,324,000 
Res. to Note & Dep. Liabilities. ... 56.51% 60.55% 





Stock prices recently broke sharply in Berlin. 
Factors responsible, however, were not new. 
Aside from the tense political situation growing 
out of the Czechoslovakian problem, liquidation 
of Jewish-held securities are pressing on the market 
and despite a high level of industrial activity cor- 
porate earnings are likely to be depleted by rising 


taxes. The foreign trade situation is strained. 
Imports are greater than exports so far this year by 
$46,000,000. Last year this time Germany had 
an export balance of $77,000,000. 


* * * 


Having held up a higher level than in the 
United States, business in Canada now appears to 
be recovering more rapidly. Both building and 
mining aetivity has been well sustained and the 
prospect of a large wheat crop promises to stimu- 
late many lines of commercial activity. Exports 
in June totaled $78,307,834 as compared with 
$72,791,247 in May and $115,297,643 in June 
a year ago. 








FOREIGN EXCHANGE IN DOLLAR TERMS 







































































Quotations in cents’ and decimals of Demand Cables 
a cent except pound sterling which is July 21 Year Ago July 21 Year Ago COMMENT 
in dollars and cents. 

Country and Par 
Great Britain ($8.2397 a sov.)....... 4.915 4.9844 4.915% 4.981, aia cei el 
Belgium (16.9509c a belga)......... 16.91 16.83 16.91 16.83 Oe ee oo 
Czechoslovakia (3.51¢ a crown)...... 3.45 3.489 3.4516 3.4894 poyy a le were decli 3 terli a : 
Denmark (45.374c a krone)......... BGR SERRE SUON 8 AT Ls aduahde saetdel oe the Gace 
Finland (4.264c a finmark).......... C576. SR A CSUR er ee 
“oreo aig! err aa 2.15Iy 3.74 2.75 374 of substantially increased imports and evidence of 
Germany (40.33c a mark)**......... 40.16%_e 40.26% 40.16% —-40.264 | _ increased_gold hoarding caused by nervousness 

b leat mark) 90.40 90.40 over the European political situation. In the first 
“ssp sae & a Re 29.90 97.90 99.90 97.90 six months of this year, although Great Britain 
* vom (trave ang rk) git a Ss Nae 4.29% : 4.291% : bought and sold less in world markets than a year 
Germany (eredit marl)... 2.2... 439% 2. ASBYR LLL | 8861 imports were neatly $1,000,000,000 more 
Gissee(2.497c 0 drechms)......... 0.90%, 091% 0.90% 0.51% rg Per apse esa = riser of 
Holland (par not definite).......... 54.94% 55.29%%e 54.94Ye 55.29% | sae With the belance of imnort trade at the 
Italy (5.2634c a lira)§.........00-5. Sa Sie SN SN en ee 
N (45.374c a krone) 94.71 25.03% 94.71 25.03% highest levels in recent years, there has naturally 
p ‘land (18 994c AAS cas 18.86 18.95 18.86 18.95 been considerable pressure on the pound. Thus 
“reson (1.01 ee wae ea eee 0.75 0.75 0.75 075 far the Stabilization Fund has apparently not seen 
Spain (Burgos peseta)t............. 10.00 8.50 10.00 8.50 any reason for interference. 
Sweden (45.374c a krona).......... 25.35 25.68 25.35 25.68 * * «* 
Switzerland (par not definite)........ 22.89 22.95 22.89 22.95 
Yugoslavia (2.981¢ a dinar)......... 2.34 2.33 2.34 2.33 p ; 
Shanghai dollars (unsettled)......... 18.50 29.56 18.50 29.56 The strain of war which has already lasted much 

onger than was originally predicted is beginning 
Hongkong dollars (unsettled)........ 30.78 30.55 30.78 30.55 Hon J agave ill dip into its eold 
India (61.798c a rupee). ........... 36.73 37.63 36.73 at ea ee 
lines (84 MUA WOR), .« cs se chan 96.68 28.99 98.68 28.99 reserves for the purpose of buying war materials 
Straits Stimts. (96.139c a dollar)... .. 57.45 58.55 57.45 a | ee pages vr Momeni aca ~ 
Argentina (71.87c a paper peso) {...| 26.05 30.28 26.05 30.28 ‘he iemalainy S85 SOREOO euadd fae ae Pe 
Argentina (71.87c a paper peso)**...| 32.79 33.22 32.79 33.22 eho h 3 | : | b The d 3m 
Brazil (20.25c a paper milreis)**..... 5.85 6.75 5.85 6.75 maintain the present lege! reserve. 2 ee 
Chile (20.590c a gold peso)t....... 5.19 5.19 5.19 36: | Se ee oer Senne res ae earn an: Ok. 70, 
Colombia ($1.645 a gold peso)**....| 56.25 56.90 56.25 56.90 | Which is rigidly controlled. 
Mexico peso (unsettled)f........... 20.85 27.80 20.85 27.80 Pee ae 
Peru (47.409c a sol)f....... 4 ; eae 22.871 25.75 22.871 pe ‘ 
Uruguay ($1.751 a gold peso) {..... 43.00 59.00 43.00 59.00 : Sitesin tilenitts enid ool : rt 
Uruguay ($1.751 «gold pero)**f..../ 64.72 79.35 64.72 79.35. | cena a itp gonns onchoreg ra 
Venezuela (32.67c a bolivar)]...... 31.6216 32.00 31.62% 32.00 h . : b ha hoes . 
Venezuela (32.67c a bolivar)**...... BT OE cds Bee hs, ee ee ee 
t—Nominal quotations. {—Free rate. **—Official rate. §—Travel Lira 4.75¢. 
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High Low Issues (1925 Close—100) High Low July9 July 16 July 23 
122.0 54.3 330 COMBINED AVERAGE 70.9 44.2 64.9 66.7 70.9h 
253.3 111.4 5 Agricultural Implements.. 133.9 88.5 122.4 124.9 133.9h 
72.6 34.0 6 Amusements........... 42.6 24.7 36.8 41.2 42.6h 
146.6 52.1 16 Automobile Accessories. 77.4 43.1 67.5 72.4 77.4h 
30.1 8.9 12 Automobiles........... 12.6 7.0 11.1 11.6 12.6h 
178.0 73.4. 9 Aviation (1927 CI—100) 122.2 75.2 118.0 116.8 122.2h 
28.5 9.3 3 Baking (1926 Cl.—100).. $3.7 8.9 13.4 15.7h 15.6 
308.6 135.4 3 Business Machines ...... 196.5 120.2 164.7 176.5 196.5h 
247.7 132.6 9Chemicals.............. 162.9 113.0 151.5 156.2 162.9h 
88.3 32.9 18 Construction............ 48.2 25.6 42.0 43.5 48.2h 
361.0 193.4 5 Containers............. 242.0 174.0 235.1 240.8 249.0h 
217.3 75.3 9 Copper & Brass......... 108.6 60.0 98.3 101.8 108.6h 
43.0 24.5 2 Dairy Products.......... 28.0 23.1 26.8 26.0 27.1 
42.7 15.2 9 Department Stores ...... 25.8 12.2 22.8 24.5 25.8h 
108.8 45.2 9Drugs & Toilet Articles... 56.4 40.1 54.0 55.1 56.4h 
388.4 182.6 2 Finance Companies...... 264.4 158.1 233.9 250.6  264.4h 
71.9 37.5. ‘7 Food Brands............ 50.2 33.3 50.2h 47.1 49.9 
53.2 25.9 4 Food Stores............ 30.2 20.5 26.2 26.7 28.3 
122.3 46.4 4 Furmiture & Floor Covering 65.4 36.9 59.4 62.6 65.4h 
1160.6 894.0 3 Gold Mining........... 1217.3 953.7 1110.6 1136.4 1217.3h 
58.6 25.8 6 Investment Trusts........ 32.1 21.1 30.4 30.6 32.1h 
317.8 167.2 4 Liquor (1932 Cl—100).. 194.2 140.7 171.7 180.2 193.2 
209.8 97.8 9Machinery............. 126.6 77.6 112.5 116.4 126.6h 
104.3 53.8 2 Mail Order............ 77.8 49.1 71.8 74.0 77.8h 
109.6 47.5 4 Meat Packing........... 56.5 36.5 50.2 53.8 56.5h 
334.1 138.6 15 Metals, non-Ferrous...... 182.6 116.0 169.1 169.4 182.6h 
SOM ROMMEL ws gg se dsuseubs NA: (S) HA. HS © 61th 
158.8 90.8 23 Petroleum.............. 113.0 76.2 106.4 110.1 113,0h 
114.9 50.5 18 Public Utilities ......... 60.1 38.8 57.8 56.7 58.8 
31.7 13.3 4 Radio (1927 Cl—100)... 17.6 10.3 17.6h 17.0 17.6 
112.9 37.7 9 Railroad Equipment...... 49.4 28.2 43.6 44,2 49.4h 
484 16.2. 23 Ratloods...:.......2%.. 18.6 10.6 16.7 16.0 18.3 
28.5 Or I a ka 28 0 sb os ciinee 9.5 4.7 8.1 8.3 8.9 
87.6 34.9 3Shipbuilding............ 62.6 36.1 53.0 56.8 60.4 
165.6 69.6 13 Steel &lron............ 85.8 55.2 77.4 79.9 84.7 
Oe OES OO vivo e's ob da vee dies 25.7 17.4 21.9 24.5 25.1 
4702" HGH  DSwlOR oa eee ce es 159.7 118.6 150.5 152.5 159.7h 
85.3. 43.2 3 Telephone & Telegraph... 57.4 37.6 57.0 56.3 57.2 
91.8 35.3 WANS. isa shan heres 48.3 27.9 42.0 45.8 48.3h 
29.2 10.7 4Tires & Rubber......... 17.0 10.0 14.4 ib Pe 4 17.0h 
O94 68:3 SB tomato... 5... oe caeacs 83.7 63.8 16.9 78.2 83.7h 
TOO SOG TAM so os viv nn viscose 31.7 15.6 29.7 29.4 31.7h 
346.8 157.7 4 Variety Stores.......... 218.5 146.0 2165 216.1 218.5h 
Pease ten 22 Unclassified 1937 (Cl.— 
NEO PADS Ey ass 134.0 84.7 122.6 124.3 134.0h 
h—New HIGH this year. 
DAILY INDEXES OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. 50 Stocks 
40 Bonds 30 Indus. 20Rails High Low — Sales 
Monday, July 11....... 69.64 134.56 26.61 96.46 94.84 1,087,630 
Tuesday, July 12....... 70.11 137.49 27.32 98.11 9486 1,619,800 
Wednesday, July 13..... 70.17 136.90 97.12 99.26 9680 2,618,950 
Thursday, July 14....... 69.96 135.81 26.81 97.38 95.67 1,150,970 
Friday July 15......... 70.17 137.30 27.13 97.22 95.48 933,010 
Saturday, July 16....... 70.30 138.53 27.18 97.93 96.99 627,270 
Monday, July 18....... 70.51 140.39 97.96 99.21 97.25 1,557,330 
Tuesday, July 19....... 70.87 143.67 29.13 101.52 99.37 2,942,210 
Wednesday, July 20.... 71.12 141.84 29.60 102.09 100.24 2,509,440 
Thursday, July 21....... 71.36 141.92 9.78 101.98 99.61 1,811,805 
Friday, July 22......... 71,57 142.25 29.88 101.73 100.39 1,222,140 
Saturday, July 23....... 11.67 144.94 30.38 109.50 101.32 716,240 
STOCK MARKET VOLUME 
Week Ended July 23 Week Ended July 16 Week Ended July 9 
10,819,165 8,037,630 8,446,240 
Total Transactions Same Date Same Date 
Year to July 23 1937 1936 
147,961 853 245,495,252 286,758,544 








COMMENTS 


During the fortnight ended July 23 our 
Combined Average of 330 active stocks, 
and all but 13 of its component sub-groups, 
established new highs for the current year, 
with the Combined Average reaching the 
best level since Oct. 2, 1937. At 70.9, 
the stock market as measured by our broad 
weekly Index has recovered 34.3% of 
ground lost during the 1937-8 bear market. 
There is nothing in the spectacular perform- 
ance of the past 17 months, which wit- 
nessed a 64% slump in the averages within 
the brief period of 13 months and a 34% 
rebound during the subsequent 4 months, 
to substantiate earlier hopes that Govern- 
ment regulation would help to stabilize the 


stock market. 
* oe * 


From a longer tange, or semi-investment, 
viewpoint the best performers among our 42 
industrial sub-groups have been Aviation, 
Sulphur and Tobacco, which have advanced 
to the best level since Aug. 28; Baking, 
which recovered to the highest level since 
Sept. 4; Mail Order and New York Trac- 
tions, which rallied to the best level since 
Sept. 18. Business Machines, Copper, 
Department Stores, Finance Cos., Gold 
Mining, Machinery, Petroleum, Railroad 
Equipment, Tires and Variety Stores have 
recovered to the same bench mark as the 
Combined Average. All other groups 
(except Containers, for which no bench 
marks are available prior to 1938) are be- 
hind the market. 


+ * . 


Between July 9 and July 16, the Amuse- 
ment, Baking, Sugar and Textile groups 
staged an average advance of 15%, or more. 
Subsequently, however, amusement stocks 
came in for some fairly substantial liquida- 
tion, following the announcement of the 
Government's anti-trust suit against all of 
the leading motion picture producers. It 
is believed that if the suit is successful, and 
the industry is compelled to reorganize, the 
results may be more beneficial to leading 
producers than otherwise. 


* * * 


Included among groups which did not 
establish new highs for the year during the, 
past fortnight are Dairy Products, Food 
Stores, Liquor, Railroads, Shipbuilding, 
Steel and Sugar. The Railfoad averages 
have staged a phenomenal rebound from 
the year's low—72.6% within the short 
space of five weeks—but have recovered 
thus far only 18.8% of their 1937-8 slump, 
compared with the 34.3% rebound staged 
by the Combined Average over a period 
of 17 weeks. This is a good example of the 
importance of timing commitments. The 
market as a whole reached its low on Mar. 
19, at a time when the Rail averages stood 
at 10.8. Twelve weeks later the Rails 
dipped to their bear market low of 10.6. 
Meanwhile the Combined Average had 
advanced 10%. 











472 


THE MAGAZINE OF WALL STREET 





23 our 
stocks, 
groups, 
nt year, 
jing the 
t 70.9, 
t broad 
3% of 
market, 
erform- 
h wit- 

within 

| 34% 

onths, 

overn- 

ze the 


ment, 
ur 42 
ition, 
nced 
king, 
since 
Trac- 
ince 
per, 
jold 
‘oad 
lave 
the 
ups 
nch 
be- 

















What and When to Buy 
FOR PROFITS 


Fast, Definite Telegraphic Service Keeps You 
Informed on Stocks with Exceptional Near-term 


Profit Possibilities in Current Market Movements 


N the past 7 weeks, 533 points profit has been made 

available on stocks recommended in our tnree active de- 
partments . Trading Advices, Bargain Indicator and 
Unusual Opportunities. Some of these profits are still open 
on stocks moving forward in the current advance. 


In addition, 1133 points profit .. . accepted or on paper 
. .. has been made available on 9 stocks included in our 
Longer Term Recommendations since May 10... in less 
than || weeks. These advices are for the employment of 
surplus capital and profits secured through our short-term 


programs. 


Profit from New Opportunities 


Our indices show that prices of individual securities will go 
considerabiy higher over the coming months. After the 
initial rebound has run its course, however, new opportun- 
ities for substantial profits will be in carefully selected issues. 
You must avoid those which have advanced far ahead of 
their earnings and prospects and will shortly begin to sag 
or become dormant. 


The violence of the upthrust shows the possibilities in this 


market but a corrective movement is likely to be just as 
sharp. You must know what and when to buy and also 
when to sell. FORECAST service will counsel you in taking 
advantage of important turning points. Over a period of 
20 years, in all types of markets, we have guided investors 
and traders with a high degree of accuracy. 


Cyclical Recovery in Progress 


Do not miss the exceptional profits open in this market... 
the greatest in three years . . . and those which will de- 
velop during the months ahead. Put our corps of market 
specialists to work for you... let them uncover the most 
profitable situations, analyze conditions, weigh the possi- 
bilities and . . . once a recommendation is made .. . study 


daily the action of the security until the time comes to close 


it out. 


Place your enrollment to THE FORECAST and participate 
in our new advices from the very beginning when the largest 
profits are available. Mail the coupon below with your 
remittance today. It will bring you our complete service 
free to Labor Day, September 5. 











SERVICE TO START AT ONCE BUT DATE FROM SEPTEMBER 5, 1938 











Free Air Mail 
Service 


(] Check here if you 90 BROAD STREET 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 





wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 





I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from September 5, 1938. I understand that regardless of the telegrams I 
select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 


Code after our Code Book has had time to reach you.) 


fq TRADING Active Common Stocks for Short Term Profit. Two or three wires a month, 
on average. Three to five stocks carried at a time. $2,000 capital sufficient 


ADVICES to buy 10 shares of all recommendations on an outright basis. 
O UNUSUAL Low-priced Common Stocks for Market Appreciation. Two or three wires a 
OPPORTUNITIES month on average. Three to five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright ‘basis. 
UJ BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a 
INDICATOR month on average. Three to five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 
oe IR Poe TRAE Ee PERCU RE ole CE RAMEE, Par ne ae paar EE CAPITAL OR EQUITY AVAILABLE............. 
ee GEREN TOTOR OE BOL TEI EPO GEO TORRE REE ONT, Gre OIA ae EAE re SORE a Set ee eR Ea a" 
UMTS Naktis eee gon Ve SN RIE Rig Viet c- 5 21a De Ula a SibtewAse Sin ol ohare ROME PION oy a crotare eleven ese atalareuash. sie win elon meee’ duly 30 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 
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SEE SS 


OS 






STOCKS and 
COMMODITIES 


Cash or Margin Accounts 


Folder Fe explaining margin 
ments, commission charges and 
units sent on request. 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 

New York Produce Exchange 

N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 

Commodity Exchange, Inc. 

New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 





require- 
trading 





New York Stock Exchange 


PN eo ccc on <eiis 
Atlantic Goal Uns... ..... 2-2-2265 


B 
SS ee 
Bangor & Aroostook................-- 


Chesapeake Cor 
Spemnense & 





ANgO 


Chicago & North W 





Del, 
Del, 





————— POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(isnoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 




















@ The Magazine of Wall Street offers a 
unique opportunity. It enables you to 
do both a selling job to best class con- 
sumer and industrial buyers—and an 
institutional job to investors as well. 
Both at the same time. Both at the 
same cost. 


@ It has selected from the country’s 128 
million only those who obviously have 
surplus income. All are stockholders of 
record. All have additional income con- 
tinuously throughout the year. 


@ And by far the greatest number are 
the Managerial Executives of business— 
the presidents, vice-presidents, officers 
and directors of large corporations: the 
owners and proprietors of smaller busi- 
ness—the men who have final authority 
in their company buying. These per- 
sons are a consumer market of proven 
wealth, and an industrial market of 
obvious authority. 


@ As 100% large and active investors’ 
they are also persons vitally interested 
in the management and activity of your 
company from an investment viewpoint. 
They are an audience of unparalleled 
importance for your institutional adver- 
tising. 


@ To surely reach these threefold im- 
portant individuals in the medium of 
their first interest—for sales—for insti- 
tutional benefit—make certain that The 
Magazine of Wall Street is on your 
advertising schedule. 


We shall be pleased to furnish you with 
detailed data on this unusual readership 
if you will drop us a line. Do so today! 


The Magazine of 
Wall Street 


and Business Analyst 
90 Broad Street New York, N. Y. 
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K 
Kansas City Southern................. 


Lt 
SN MIS ols gisg oss hes 5:44 5 see's 
Louisville & Nashville................ 


M 
Mo., Kansas & Texas................. 
Mo., Kansas & Texas Pfd., A.......... 


N 
ke! 3 re 
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ee a EE 
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s 


OP Cee OR NOR. 6555555220 6cssscesee 
SS Se ere 
Southern Railway.................... 


T 

DING 55 sn cae tans s ts ae 
U 

Se rae 


Western Maryland 


eS eee are 


REIN. Ss base tose 65s acess 
ER Sad anc heb ene et eues 
Se) OS errr ae 
Allied Chemical & Dye.............. 
Se ps wp'o nie aw 09 9-4%0-010 
Allis > gaa Mfg 
Amer 
mer. 
Amer. Ban 4 Note 
Amer. 
Amer. Can 
Amer. to & Fdy.. 
Amer. & Foreign Power. wi ehaacr ss 
Amer. Power & a" S cixsinvs Piece 
Amer. Radiator &S.S....... cz 
Amer. Rolling Mill... . : 
Amer. Smelting & Refining. . cas 
Amer. Steel Foundries.............--- 
Amer. Sugar —-- eee Oh re ae eos 
Amer. Tel. . Tel.. 
Amer. Tob. B 
Amer. Water Works & Elec.. 
Amer. Woolen Pfd.. : 
Anaconda Copper SRG cer caw 
Armour Co. of Ill 
Atlantic Refining. ..... 
Aviation Corp. Del....... 





B 
ne wg) panes Works. 
UMMA oo ine sens Ais 
Barnsdall rOil.. 5 
Bendix Aviation.........- 

Best & Co 
eS eer 
SIS NINN 5 6.5 40 oo s9's 6 apices oot 


Cc 
Canadion Pacific. ..........2....2255. 


hicago Gt. Western | ae 
. M. & St. Paul & Pacific............. 
C. M, & St. Paul & Pacific Pfd......... 
SNL eke 534 518-0 
Chicago, Rock Is. & Pacific............ 


D 
OS eee ee 


e 
Rails 
1936 1937 1938 Last 
~~ ——_——._ Sale 
High Low High Low High Low 7/21/38 
88% 59 94%, 32% 42 22%, 40 
49 21% 55% 18 273%, 14 235 
26% 15% 40% 8% 11 4 10 
49% 39 45 30 36 29 36 
16 10% 17% 6% 81/2 5 1% 
59 20% 40 48% 27% 43 
173%, 51 68% 31 38% 22 34 
14 % 4 18%, 3 539, 2% 4% 
th th % 41 %, ~ 
5% 27% 1% 1% 1% % 1% 
4%, 21 648 Ye 1% a 1% 
1% 3% %  % Ys Ve 
543%, 36% 58% 13 17% 7% 6% 
23% 144%, 24% 5 8 4 8 
181%, 11 2356 4%, 6% 1% 3% 
467, 32% 56%, 2% 264% 12% 245% 
29% 18% 38 8 131%, 6% 13 
26 13 29 5 12% 54% 121% 
22 8% 245 4%, 6% 3 6% 
102%, 57% 99 4844 56% «29%, 46% 
9% 5% 9%, 2 3% 11 3% 
33% 141% 348 5% 1114 4%, 1034 
49g = 27%, 551%, 15% 2114 20 201 
534% 17%, 72 14 22% 7 19 
6} 3 9% 2 2%, 1% 23; 
310% 210 180 8 133 169 
3634 23% 3646 9% 143%, 6% 14 
45 28%, 50%, 20 24% 14% 225% 
50%, 35% 47 18% 22 10%, 17 
3% 11 4%, 1 1% He 11 
47%, 23 esi 17 221g 9%, 20% 
26% 12%, 43% 9 14% 5g 14% 
49 28 54% 15% 25% 13 24%, 
149%, 108% 1483, 80 88% 55% 86 
124% s 1134 258 4% 25 4%, 
4 1% 47, 1 1% % 1% 
J 
Miscellaneous 
1936 1937 1938 bast 
—_—_——_—- COC OO > ale 
High Low High Low High Low 7/21/38 
8612 58 801, 44%, 65% 40 63 
17% 13 15% e 13% 83%, 10% 
40% 26% 45% 13 213%, 11% 19 
5 157 258% 145 184 4 179 
201% 65, 21% 614 12 a 1114 
81 35% 83% 34 53% 34%q 52% 
125% 175 1147, 51% 78 55 75 
9 49 101% 53% 77 49 16% 
55% 36 413% 10 23% 10 22 
70%, 40 80%, 28 42 23%, 39% 
137% 110 121 69 101 103% 1001 
60% 30 71 154%, 28% 12% 28 
9%, 6% 133%, 21% 5% 2, 5 
143 7%, 16/4 3 7% 3% 6% 
27%, 183%, 29% 9% 17 161 
37 23%, 451%, 15% 22% 13% 21% 
103 56%, 105%, 41 56%, 28% 50 
64 20% 73%, 2 34%, 15% 31 
63% 48% 56% 24 31 21% 28% 
190% 149% 187 40 149% 1 1401/g 
04 88% 99% 58%, 83%, 58%, 83% 
27%, 19, 291% 8 131% 6 121/, 
103%, 523%, 79 25%, 43 235%, 39% 
553% 28 69%. 24 37 1 36% 
1% 4% 13%, 4, 7 3% 6% 
35%, 26%, 37 18 27% 11%, 26% 
TH, 4% 9% 2%, 45%, 2% 4 ie 
i. 235%, 5 115% 5 113 
381, 21 433 101, 223, 121% 22 
281, 141 354% 10 21% 10% 20% 
32% 21 Ye 301 8%, 18% 85 181%, 
72 48 623, 29 50 26%, 48 
1T¥, 45% 105% «41 65% 39%, 60% 
34% 28%, 33 13%, 201% 9%, 19% 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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What’s Ahead for 
the Stock Market? 


In this important phase you must 
keep abreast of the many far- 
reaching developments in the 
worlds of business, economics, 
politics—and investments. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By regularly reading The Maga- 
zine of Wall Street you can attain 
a clear picture of the develop- 
ments bearing on business and 
securities markets, days and some- 
times weeks before the informa- 
tion is available through the 
usual channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


SPECIAL $1 TRIAL 





4-ISSUE OFFER 











Mail this coupon—now 


The Magazine of Wall Street 

90 BROAD STREET, NEW YORK 

I enclose- $1.00. Send me the four issues 
beginning with your next issue. 


O If you would like to have this special 
offer cover eight issues instead of four, check 
here and enclose $2.00. 
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Industrials and Miscellaneous (Continued) 























1936 1937 1938 Last Div'd 
—~ —. Sale $Per 
M High Low High Low High Low 7/21/38 Share 
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°o 
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Seeley EPIIMNONS. . . 5.50000 cccscccee 141, 21 ey 
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ee eee 241 6 11 epi 
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eS SR oe eer reer 91 9 45 58 *1.00 
7 
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Twentieth Century-Fox................ 16/2 2354 11.00 
U 
Underwood-Elliott-Fisher.............. 41 63 72.00 
Union ope =) ar 111 57 841, 12.00 
SS eee aaa es 28 17% 22 1.20 
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SEEDED: 0:50 05s:90.0 05000050000 8%, 105g 1.00 
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U. S. Smelting, Ref. & Mining. . 443, 65% 13.00 
fo "= Sseaarsss 38 61 ae 
RO aaa ere 91% 109% 7.00 
Utilities Pw. & Lt, A... 2... - eee eee 1 fs 
Vanadium .......-.-...e eee eee eees 11% 20 
Ww 
Walworth Co..... 2... .ccccsescceeee Ye 4% 95 
Warner Brothers Pictures.......-.----- 18 A 8 3% 6%, 
Western Union Tel.........----..0005 964 72%, 83% 22 34%, 16% 3214 
Westinghouse Air Brake. ............- 50 345, 57% 17%, 28%, 1534 28 1.00 
Westinghouse Elec. & Mig............ 15342 94 167% 87g 109% 61% 102% 11.50 
Wilson & Co cw ae 6 121, “oh 54% 3 51 sécap 
Woolworth. .........-..-:: ee. | 445, 6534 34 483, 36 4713/4 2.40 
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Y 
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* Not including extras. {—Paid last year. {—Paid this year. *—Split 2.1 6/38 
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(Continued from page 462) 


Phillips, Pure and Sun Oil. 

Sole capital liability of the Trust 
consists of 1,679,388 sub-shares of 
$1 par value. Included are 3,653 
shares of $100 par value certificates, 
not yet exchanged under the 100- 
for-1 split-up which was made in 
1927. For some years it has been 
the policy of the Trust to devote 
the bulk of its income to the retire- 
ment of stock through open-market 
purchases. Dividends of 10 cents 
and 20 cents per share were paid in 
1936 and 1937, respectively, but with 
the modification of the undistributed 
profits tax, it is probable that the 
Trust will again revert to its former 
policy of devoting the major portion 
of funds to the retirement of shares. 

By no means a dynamic specula- 
tion, the shares, nevertheless, may 
be credited with well defined merit 
for longer term holding. 





How Much Business 
Recovery? 





(Continued from page 435) 


and the onerous Social Security 
taxes, of course, have not been 
changed; but deficit-financed New 
Deal pump priming will much more 
than counterbalance these basically 
deflationary influences. The undis- 
tributed profits tax has been virtu- 
ally eliminated and the capital gains 
tax has been drastically liberalized, 
although Mr. Roosevelt will at- 
tempt to point them back in the 
opposite direction next year if Con- 
gress can be induced to fall in line. 
All deflationary credit moves of 
1936 and 1937 have been reversed, 
most of the 1933-1935 “reflationary” 
efforts have been resumed and some 
new ones have been invented. Prices 
of raw materials and of most con- 
sumption goods have been ade- 
quately—in many instances more 
than adequately—deflated. Inven- 
tories of most consumption goods 
are relatively low. The few recent 
weeks of improving business ac- 
tivity and sentiment have been 
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enough virtually to eliminate pre- 
vious concern over inventories of 
durable goods and stocks of indus- 
trial raw materials. 

In the main, then, the circum- 
stantial setting for vigorous Gov- 
ernment intervention in behalf of 
recovery had become opportune 
when, in April, the President an- 
nounced the new pump priming and 
credit expansion program. It must 
be conceded that such intervention 
probably was necessary, for in five 
vears of the New Deal this country 
had become accustomed to look to 
Washington for economic leader- 
ship—and the longer it does so the 
less able or wiling it becomes to 
rely on the “natural order” of 
things. 

Well, in Rooseveltian words, we 
are again “on our way.” Where? 
Frankly, nobody really knows— 
probably including Mr. Roosevelt. 
There is, as heretofore presented, 
an adequate economic and financial 
base for the start of a cyclical busi- 
ness recovery. We have already 
made that start. The weak spot in 
the picture—and the thing most 
responsible for business scepticism 
as to both the scope and duration 
of this second Roosevelt recovery— 
is just what it has been for some 
time: namely, the virtual stagna- 
tion of private long term investment 
in productive enterprise. True, cor- 
porate financing is showing promis- 
ing improvement, taking advantage 
of a rising bond market—but to re- 
joice over such revival here as has 
been shown to date is like rejoicing 
because a stock advances from 5 to 
10 although for years it used to sell 
at 50. 

It is simply impossible for Gov- 
ernment spending to bring about a 
sustained prosperity comparable 
with that of the ’20’s, or to re- 
create the long term, irregular up- 
ward trend in real national income 
and living standards to which we 
were accustomed for generations 
prior to our two last depressions. 
The sad record of unemployment 
shows how far we have departed, in 
little more than a decade, from the 
previous trend line of American eco- 
nomic progress—and how glaring 
has been the New Deal’s failure to 
get us back on the main highway. 
If we are to maintain the frame- 
work of our traditional profit sys- 
tem—and Mr. Roosevelt says he so 
intends—there is only one way to 
get our millions of jobless employ- 


ables back to productive private 
work, and that is to get private 
money back to work. The way to 
get private money to work is merely 
to give it reasonably attractive in- 
ducement for going to work. 

Needless to say, the longer out- 
look is uncertain—but not without 
elements of hope. Indeed, it is con- 
ceivable that the second New Deal 
recovery may surprise present scep- 
tics by going further and _ lasting 
longer than did the first one. There 
is scant factual basis for confident 
forecast to that effect but there are 
at least some clues which seem at 
present to point that way. For 
example, the deficiency in private 
investment may be substantially 
made up over a reasonable period 
of time if Congress is wise enough 
to stand pat on the present capital 
gains and corporate income taxes. 
As recently revised, they represent 
removal of two of the most serious 
obstacles in the path of privately- 
financed recovery. We may possibly 
find that these tangible tax ob- 
stacles were more vital than the 
intangible factor of lack of business 
and investment confidence in Mr. 
Roosevelt and his works. In the 
past the re-investment of surplus 
Lusiness earnings was always the 
most important single source of ex- 
pansion capital, far out-ranking se- 
curity financing. A gradual upward 
spiral of corporate earnings will in 
time restore this source of economic 
stimulation, while the present capi- 
tal gains tax—if not altered next 
year—should make possible a larger 
volume of new capital security 
financing than we had in the first 
Roosevelt recovery. 

Again, mindful of the mistakes of 
1936-1937, the Administration may 
be expected to be much more cau- 
tious in any future credit restric- 
tion moves; and it will probably not 
again mistake a recovery bought 
mainly with Government money for 
an incipient runaway private boom. 
Unless its memory fails, it will take 
a careful look at the employment 
figures relating to private money 
before it abruptly terminates the 
spending program now getting 
under way. 

Finally, it is safe to say that busi- 
ness managers and investors are 
getting somewhat acclimated to the 
New Deal, less inclined to waste 
time and effort in vain recrimina- 
tions, more inclined to adjust them- 
selves as best they can to the un- 
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certain and still shifting rules of the 
game. It is possible that they can 
feel almost at home with the New 
Deal as it may shape up after the 
November Congressional elections. 





Kennecott Is Still Growing 





(Continued from page 446) 


since the company has abundant 
working capital with which to pur- 
sue a development program. 

The chart shown on an earlier 
page brings out the progress Kenne- 
cott has made during the last recov- 
ery period as compared with certain 
other American copper producers. 
Taken as it stands today, without 
benefit of any such by-product as 
molybdenum, the company is un- 
doubtedly one of the most strongly 
and most promisingly situated in 
its group. The new development 
opens up an additional field of 
growth, hardly to be minimized, and 
it may in time aid considerably in 
continuing Kennecott’s excellent 
earnings record. 





New Conditions in Steel 
Recovery 





(Continued from page 442) 


same and operations currently are 
but somewhat more than half the 
rate needed to give common stock- 
holders in general any real hope of 
receiving a return on their capital. 
This, however, assumes that condi- 
tions remain the same—of which 
more later. 


It is natural that the large losses 
being sustained by the steel indus- 
try at the present time have given 
rise to rumors that wage reductions 
were imminent. Still taking the 
United States Steel Corp. as an ex- 
ample it might be noted that had 
the operations and production pay- 
roll been 10 per cent lower last year 
it would have made a difference of 
about $43,000,000 to the company, 
or still only enough to offset the ef- 
fect of today’s prices with a mod- 
erate margin to spare. Naturally, 
with operations at. the current low 
rate, a 10 per cent reduction in 
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wages cannot hope to put the steel 
corporation or the industry in gen- 
eral into black figures. 

There are objections to even at- 
tempting a-wage reduction. Labor 
unions probably would fight it and 
in any subsequent developments 
they would receive in all likelihood 
the backing of the N. L. R. B. and 
other Government boards and agen- 
cies. Steel companies having con- 
tracts with the Steel Workers’ Or- 
ganizing Committee must give at 
least 20 days’ notice of an intention 
to reduce wages. Nor must one 
forget that hearings are under way 
at the present time which will fix 
minimum wages for the workers of 
steel companies seeking Govern- 
ment contracts under the Walsh- 
Healey Act. Companies that fail 
to comply with the governmentally- 
fixed minimum will be ineligible for 
Government business. 

Finally, there is an objection to 
cutting wages in the “monopoly” 
drive now being pursued. Despite 
denials, it is likely that the elimina- 
tion of the basing point differen- 
tials represented an attempt to con- 
form with the Government’s ideas 
and to deprive those who cry 
“monopoly” of a good deal of am- 
munition. It has, indeed, been re- 
ported that a Department of Jus- 
tice investigation of the steel indus- 
try and its price system would be 
held in abeyance so long as no ac- 
tion were taken to reduce wages. 

The objections to wage cuts, 
therefore, constitute a formidable 
array and it is no wonder that the 
steel industry hesitates to take ac- 
tion. It may well be that no action 
will be taken so long as steel opera- 
tions continue the improvement 
they have displayed in recent weeks. 
Does this mean that operations 
must really rise to 60 per cent of 
capacity before stockholders can ex- 
pect a return and that dividends 
will be modest at anything less than 
80 per cent of capacity? Yes, but 
only if everything remains as it is 
today and the writer for one does 
not believe that conditions will re- 

main unchanged. 

Hazarding a guess, the sequence 
of events may be as follows: steel 
company managements over the 
next few weeks will swing first one 
way and then another on the mat- 
ter of wage reductions, but as their 
plants become more active they will 
see their losses decreasing and the 
wage question will gradually be- 


come less urgent. It should not be 
long before the same managements 
are wondering whether they cannot 
attain black figures by the restora- 
tion of part of the price reductions 
recently effected. With other prices 
advancing and business generally 
growing more active, this will ap- 
pear much less impossible than it 
does right at the moment. Finally— 
perhaps before the end of the year 
—the state of affairs will be that 
price increases, coupled with con- 
stantly increasing efficiency in steel 
production, has again restored the 
industry to a point where money 
can be made with the operating rate 
at less than 50 per cent of capacity. 
If this were the case and should the 
rate actually reach 70 per cent or 
80 per cent of capacity, it would 
mean a hig return for common 
stockholders. 

Whether steel stocks should be 
bought now on the basis of this 
prospect is another question, for 
they are certainly discounting some- 
thing of a hopeful future. On any 
substantial reaction, however, there 
should certainly prove to be profit- 
able speculative opportunities in 
this field for those able to exercise 
a measure of patience. When it 
comes to a selection of specific com- 
panies both United States Steel and 
Bethlehem Steel should be in the 
forefront of any recovery movement, 
the latter particularly benefiting 
from the shipbuilding and armament 
programs. Inland Steel also may be 
expected to do well, although over 
a period of time one may anticipate 
that new plants erected by other 
companies in the Chicago territory 
will remove some of the advantages 
that Inland has customarily en- 
joyed. As always, National Steel 
will look to the automobile indus- 
try in, and around, the Detroit dis- 
trict for the restoration of a really 
prosperous condition. 





Profits Ahead for Rubbers 
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recently, however, there has been at 
least some improvement. 

Because such temporary factors 
as changes in raw material prices, 
the beginning or the end of a price 
war, exercise so great an influence 
on rubber company profits one is 
apt to lose sight of the fact that this 
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lines never met the nation’s needs 
more efficiently. Right now they 
is an industry that is still growing 
dynamically and constantly widen- 
ing its market with new, improved, 
or larger products. Experts, for 
example, predict more tractors for 
the farm and that eventually the 
vast majority of them will be rub- 
ber tired. The great activity in the 
aircraft industry is increasing the 
demand for airplane tires, rubber 
shock absorbers and sundry other 
products made of rubber. Today 
in the automobile we have engines 
mounted on rubber, the rattling of 
windows and doors deadened by 
rubber. In industry, rubber-lined 
tanks and pipes are becoming in- 
creasingly popular when certain cor- 
rosive liquids have to be handled. 
Such a broadening of the market 
may not be of much moment to the 
rubber companies next month, or 
even over the next six months or a 
year, but in the long run it is of the 
greatest importance. 

For those who wish to speculate 
on the future of the rubber industry 
there is a wealth of material from 
which to choose without going out- 
side the largest units in the field. 
There are rubber company bonds, 
ranging from medium grade to high 
grade, preferred stocks and converti- 
ble preferred stocks and, finally, of 
course, the common shares of the 
four companies. While all these 
different securities would reflect im- 
provement in the industry, it will 
be in varying degree—bonds least, 
the preferreds a little more and the 
common most of all. Of the four 
common stocks, United States Rub- 
ber and Goodyear are possibly some- 
what more attractive than the other 
two. The former company continues 
to strengthen itself internally and 
affords, in addition, a real stake in 
crude rubber production which will 
be of benefit to stockholders in the 
event of a general rise in commodity 
prices. 

For those to whom some return 
on their capital is essential there are 
the preferreds of Firestone and 
Goodyear—the latter a $5 issue cur- 
rently selling in the low nineties 
which is convertible into common 
up to October 1, this year, at 
$33.33 1/3 and thereafter at prices 
which rise every two years until the 
conversion price is $75. Dividends 
on the Goodrich preferred were 
passed earlier this year so that ar- 
rears are now accumulating. The 
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8% preferred of U. S. Rubber is 
non-cumulative and no dividends are 
currently being paid. However, this 
company recently announced the 
redemption of an old bond issue 
whose indenture contained restric- 
tions on proposed payments and 
with this out of the way the dividend 
question should become merely a 
matter of earning power. 





Railroads in the Balance 
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special interest, whether they be 
executives, employees, shippers, in- 
vestors or financiers. The general 
public interest is, or should be, 
paramount, and only the govern- 
ment can represent and protect that 
interest. 

“There is great need for a well- 
equipped agency of the government 
which will not be submerged by 
quasi-judicial procedure, and which 
can keep in touch with conditions, 
locate those which are dangerous 
and unsound, foresee tendencies and 
their probable results, advise Con- 
gress and the President, promote 
changes for the better, and guide 


developments along sound lines.” 
Mr. Eastman’s ideas for a plan- 
ning body were embodied in the 
President’s special railroad commit- 
tee’s report to Congress, and it is 
probable that they will become law 
in some form at the next session. 
Though its functions have not been 
worked out in detail, its perform- 
ance would undoubtedly fall in the 
fields where Messrs. Pelley and 
Fletcher think there is need for more 
cultivation — regulation and_ rate- 
making for all forms of transporta- 
tion. Without possessing any direct 
authority, such an agency would 
strive to reconcile conflicting groups 
—management, investors, _ labor, 
Congress, the public—to the need 
for drastic reform, perhaps revo- 
lution. It might conceivably har- 
monize the nation’s transportation 
system into 2 healthy, economic unit. 
The threat of government own- 
ership, for various reasons, fades 
under these several approaches to 
the problem. Such an extreme solu- 
tion would come only under two 
sets of conditions. If the railroads 
failed to provide needed passenger 
and freight services, there would 
probably arise a clamor for public 
purchase. But the fact is that, de- 
spite their financial troubles, the 
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1938 
Price Range 
————— Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer.......... 101 58 10014 
Amer. Cyanamid B (.60)...... 26%, 15% 25 
Amer. Gas & Elec. (1.40)..... 31% 1914 29% 
Amer. Lt. & Tr. (7.90)........ 16 10 15 
Amer. Superpower........... 114 VY %, 
Assoc. Gas & Elec. "A”..... 1344 Ve 114 
Ark. Nat. Gas"A".......... 4% 2%, 3% 
eo) re 32 17% 2714 
Giles SHWICE: ..eccccccccs.s 1 TY, 9%, 
Cities Service Pfd............. 47¥% 21% 42% 
Colum. Oil & Gas........... 4%, 234 3% 
Consol. Copper.............. 6% 31% 6% 
Consol. Gas Balt. (3.60)...... 74 55 74 
Creole Petroleum (*.50)...... 27% 17%, 24% 


Eagle Picher Lead............ 
Elec. Bond & Share.......... 
Elec. Bond & Share Pfd. (6)... 
Ford Mot. of Can. “A (1)... 201% 
Glen Alden Coal (7.25)...... 7 45 61% 
Gulf Oil of Pa. (7.50)........ 


Hecla Mining..............- 1034 6% 10 
Humble Oil (7.75).......... 725%, 56 7134 
Imperial Oil (*.50).......... 19% 15 17 
Iron Fireman (1.20).......... 16% 11% 16% 
Jones & Laughlin............ 43% 21 33% 


1938 
Price Range 
———-———. Recent 
Name and Dividend High Low Price 
Lake Shore Mines (4).... . 58Y¥%o 454%. 51%, 
Re ee | ee Ae 14% 53g 14% 
Molybdenum............... 61% 31% 514 
National Bellas Hess......... 1 % 1% 
New Jersey Zinc (71.00)..... 72%. 45% 66 


Newmont Mining (1.00)..... 164% 42 76 


Niagara Hudson Power....... 9%, 514 9 
Niles-Bement-Pond (11.00).... 38% 24144 3814 
No. Am. Rayon*A"........ 26 12% 24 
Pan-Amer. Airways (+.75).... 19%¢ 12% 17% 
i f° | ear ae T¥, 3% 5% 
Pennroad Corp. (7.25)........ 25%, 15% 2% 
Pepperel Mfg.............+-. 86 544%, 83 
Pitts. Pl. Glass (7.50)......... 10354 55 1035/2 
St) Regie Paper ic. 6 cscs ccs 44 21% 3% 
Sherwin-Williams (11.50) > 68 66 11034 
South Penn Oil (*1.50)...... 39 283%, 36 
Technicolor (7.50)........... 244%, 144%, 21% 
United Gas Corp............ 51% 23/4 4/2 
United Lt. & Pw. “A"....... 33% 11% 2% 
United Lt. & Pwr. Cv. PF...... 273%, 13% 27% 
Wright Hargreaves (*.40)..... 83/4 6% 8 


+ Paid this year. 
* Not including extras. 
t Paid last year. 











are moving a near-record wheat 
crop without a single complaint 
from producer or shipper or regu- 
lator. 

An even greater stimulant for 
government ownership would be the 
utter and final failure of the indus- 
try to attract private capital for 
future expansion. There lies the 
heart of the railroad’s problem in 
this and other respects. But both 
the temporary and permanent pro- 
grams now in the private and pub- 
lic works are designed to stave off 
that danger. And though the times 
look gloomy, every locomotive en- 
gineer knows that it’s always dark- 
est before the dawn drops across 
the tracks. 
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own compensation. I believe in the 
law of compensation which re- 
wards or punishes us according to 
our acts. I do not agree with those 
who say that Germany’s methods 
are merely barbaric—because bar- 
barians do not know any better. 
The Nazi government which attacks 
the character of people in order to 
rob them—which murders men, wo- 
men and children to get jobs and 
control of property—which holds 
individuals for ransom, is plainly 
of the gangster variety—no dif- 
ferent from Al Capone, Baby Face 
Nelson, and the rest of those to 
whom we apply the epithet “public 
enemies.” 

What a tragedy that a people 
with the genius and _ potentialities 
of the Germans should be the vic- 
‘tim of men of such stamp! 
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American Cyanamid Co. 


In my wife’s portfolio are 300 American 
Cyanamid class “B” which were purchased 
at 36. What course do you advise? Do your 
analysts foresee a sharp rebound from cur- 
rent levels? Your reply will be appreciated 
by an old subscriber—F. N., Washington, 
D.C. 


The products manufactured by 
American Cyanamid Co. are of such 
a variety, and enter into so-many 
different lines of manufacture, that 
it is impossible for the company to 
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avoid the affects of a depression such 
as we have been experiencing most 
recently. By the same token, how- 
ever, any improvement in general 
business should have just as large 
an effect upon the operations of the 
company on the upside. For the 
quarter ended March 31, 1938, earn- 
ings of three cents were recorded on 
the combined class “A” and “B” 
shares. While this represents a dras- 
tic decline from the 54 cents a share 
recorded during the initial quarter 
of 1937, we look for better results 
during the near future. Our reason 
for this belief is that the company 
has been exercising a closer control 
of costs, which would naturally 
benefit operating results. All in all, 
we hardly expect 1938 earnings to 
reach the $2.09 a share on the com- 
mon of last year, but we do believe 
there is an even chance that the 15 
cents quarterly dividend rate will 
be maintained. The company is 
fairly simply capitalized, having 
2,520,368 shares of common stock, 
split up into class “A” and class 
“B” shares. Preceding this are 
170,453 shares of 5% cumulative 
preferred $10 par stock and slightly 
over $13,009,000 of funded debt. 
Finances of the company are in 
strong shape, total current assets 
being compared to total current 
liabilities at the rate of approxi- 
mately 5 to 1. In our estimation, 
the shares of this company offer 
interesting speculative qualities. 
Retention of your commitment is 
counselled. 


Air Reduction Company 


On the strength of the outlook for Air 
Reduction as revealed in your feature article 
early in May, I purchased 50 shares at 47%. 
Now, having an excellent profit, I am won- 
dering whether you advise retention. Can 
the company count upon continued earnings 
improvement?—T. L., Cleveland, Ohio. 


Over a long period of vears the 
shares of Air Reduction Company 
have been lucrative holdings both 
in regard to price appreciation pur- 
poses and income. While the stock 
is admittedly high at the present 
price, we believe the past record of 
the company justifies the prestige 
which this price indicates. The com- 
pany was incorporated in 1916 and 
since that time has never failed to 
record a profit or to declare a divi- 
dend on the common stock. For the 
quarter ended March 31, 1938, a 
profit of 31 cents a share was re- 


corded. This represents a sharp de- 
cline from the 77 cents a share re- 
corded during the initial quarter of 
1937 and may be attributed pri- 
marily to the current recession. 
The products manufactured by Air 
Reduction reach a large and varied 
number of fields, making it impos- 
sible for the company to avoid 
the effects of a general decline in 
business. Nevertheless, the com- 
pany’s close control of costs and 
the low cost of raw materials and 
absence of labor problems, has 
enabled operations to continue 
in the black at all times It has 
a simple capitalization, only 2,563,- 
992 shares of common stock being 
outstanding at the end of the quar- 
ter. When the factors prevalent in 
this situation are carefully weighed, 
there is only one conclusion to be 
drawn. That is, that the shares of 
Air Reduction are excellent hold- 
ings for the person who is interested 
in a good rate of income and good 
price appreciation possibilities at a 
minimum of risk. 





Happening in Washington. 
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Motor truck rates are due for gen- 
eral upping as a result of series of 
I CC investigations which are show- 
ing much service below cost. This 
will stabilize industry and be re- 
flected in increased rail earnings. 
Significant is move of Eastern roads 
to eliminate free collect and de- 
livery services. 


Wage cuts in steel are being fought 
by administration for fear they 
would lead to general cuts through- 
out industry, which is bad politically 
and, according to New Deal eco- 
nomics, bad for business. White 
House rushed Walsh-Healey ma- 
chinery into action on steel since 
government orders are currently an 
important factor in steel business, 
and attempt will be made to fix 
minimum wage on government busi- 
ness at $21 cents per hour, the 
minimum in_ unionized plants. 
While W-H act was ostensibly 
aimed at sweatshops, this action 
shows how it can be adapted to 
administration (and union) ends. 
Most W-H wage minimums are low, 
4214 cents or less, but in hats and 
caps it is 6714 cents which will give 
precedent for 621% cents in steel. 
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